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Reproduced from *‘Trade Winds’’ published by Union Trust Company of Cleveland. 


< 
Ours must be a country of such stability and securily 
as cannot fail to carry forward and enlarge among 
all the people that abundant life of material and 
spiritual opportunity which it has represented among 
all nations since its beginning.” 
From President Hoover’s Message to Congress 
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FAITH IN AMERICA’S FUTURE 


GROUND CLEARED FOR GREATER STABILITY AND PROGRESS 


O those of limited vision and slavish 
| habits of mind this is a time of 
seemingly hopeless chaos and con- 
fusion. To those of strong faith 
born of fortitude, courage and tested char- 
acter, the unhappy events of the year now 
drawing to its end, will be interpreted as a 
necessary spur and challenge to the nation’s 
stagnant morale. Search the pages of his- 
tory. We shall always derive therefrom the 
thrill and assurance that the abiding in- 
stincts of faith and courage have carried 
humanity from primitive ages and succeed- 
ing generations, through every kind of 
disaster, through wars and reverses, to ever 
higher promontories of social equality, of 
political justice and material well-being. 
The rise and fall of empires are but inci- 
dents and pawns in this eternal scheme. 
Today, this and other civilized nations are 
in the grip of world-wide economic convul- 
sions. To minds, rendered morbid by the 
“business depression complex” they loom 
up with baffling and exaggerated propor- 
tions. To those armed with faith, they are 
but the prelude to more enlightened adjust- 
ments and the dawning of better days. For 
awhile they obscure the brighter prospect 
that lies beyond and which will ever sustain 
the hopes and aspirations of mankind. 
There can be only pity for those who doubt 
and think otherwise. Always there lurks 
something that eludes human grasp beyond 
the accumulated wisdom of philosophy, 
science, economics and statesmanship as 


well as in the province of business, industry 
and finance, which determines the true 
course of progress and of new refinements. 

The world is now passing through the 
final stages of painful convalescence from 
the ragged wounds, the sacrifices, losses and 
distortions inflicted by the great war. What 
appears defeat today will in later years 
be revealed as a new victory. Treaty and 
international negotiations in Europe pursue 
a tortuous pace. Nationalism is more intense 
than before the war. Rivalry for “balance 
of power’ and superiority of armament is 
creating larger armies and navies. The dead- 
lock over reparations and war debts appears 
more hopeless. In Manchuria the Japanese 
and Chinese are engaged in hostilities with 
complete disregard for the Kellogg treaties. 

Despite discouragement there is one 
thing certain. The peoples of the earth 
are today united in closer bonds than ever 
by a passionate demand for equitable and 
peaceful solutions affecting both political 
and economic relations. The nations and 
the selfish type of diplomatic intrigue that 
stand in the way are doomed to go down to 
deserved defeat. Miracles of invention and 
achievements of science are stripping the 
world of its isolations and self-sufficient 
egoisins. 

For business and the people of this 
country the release from ills of depression 
does not wait upon the discovery of any 
miraculous economic or political restorates. 
Assuming that legislation may provide the 
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panacea there is little of an immediate or 
constructive nature to be expected from this 
source, judging from the way Congress dis- 
ports itself with petty politics on the eve of 
a Presidential year. No man,’ not even 
President Hoover possesses the formula. 
Patriarchs of finance and banking, leaders 
of business and industry may have the 
recipe but they do not know how to admin- 
ister it to the frightened or enfeebled patient. 
Precisely as the people took the bit in their 
mouth in the mad scramble for speculative 
profits before the Fall of 1929, so in reverse 
order during the past year, the American 


people have submitted to frantic fear. 
oo? 


THE WAY OUT OF DEPRESSION 


USINESS recovery and the final solu- 
tion of major domestic problems does 
not call for social or economic revolu- 
tion, as President Hoover assures the people 
in his recent message to Congress. It does 
not envisage a breakdown of the system of 
Capitalism or an entirely new scheme of 
production and distribution. It cannot be 
secured by any of the plausible plans for 
national economic councils or stabilization. 
Insofar as private initiative and co- 
operative leadership are enlisted there is 
hope of hastening relief and improvement, 
especially in banking and the constructive 
flow of credit, offered by the various plans 
set in motion and proposed by President 
Hoover. These embrace the National Credit 
Corporation; the system of Home Loan 
Discount Banks and the creation of an 
Emergency Reconstruction Corporation. 

A definite change in the tide will come 
when the tempest of fear and distrust have 
spent themselves, as they must; when faith 
in the fundamental soundness .and economic 
capacity of the United States has again 
asserted itself, as it doubtless will. It serves 
no good purpose to rehearse in figures the 
depths of industrial production, of business 
activity, of record declines in stocks, bonds. 
We can only trust, as a new year of resolve 
dawns, that the zero hour has either ar- 
rived or has been passed. 

Cruel as the afflictions of this closing year 
have been, they are not without their bless- 
ing. Once more the people have been taught 
that there are no sub&titutes for thrift, toil, 
frugality, and honest instead of speculative 
acquisition. Out of that rugged conscious- 
ness will come renewed faith. 
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FEDERAL TAX PROGRAM 


ITH conditions such as prevail in this 
and European nations it is of the 
highest importance that the financial 
integrity and the credit of the Federal Gov- 
ernment should be maintained. Embracing 
actual and prospective deficit of $3,200,- 
000,000 in the Treasury, including the 
fiscal years from 1931 to 1933, exclusive of 
statutory debt redemptions, it is obvious 
that the people must reconcile themselves 
to increase in rates and broader basis of 
taxation. 

Coming during a period of severe business 
depression, the increased income and cor- 
poration taxes, reduction of exemptions and 
the wide range of miscellaneous levies sug- 
gestive of wartime schedules, recommended 
by President Hoover and Secretary Mellon 
will doubtless cause much complaint. It 
should not because the government is being 
conducted with strictest economy by the 
Hoover administration and the rising deficits 
are primarily due to fall in federal receipts, 
the added burdens imposed by farm relief, 
payment to war veterans and increased 
expenditure for public construction. 

Briefly, the proposed tax program pro- 
vides for reductions of personal income tax 
exemptions from $3,500 and $1,500 to $2,500 
and $1,000; tax rates raised on income from 
one-half to one per cent over the present 
rates; a one-half per cent increase on cor- 
poration incomes; over 40 per cent tax on 
personal incomes of $500,000 and above all, 
retroactive. Among miscellaneous taxes 
those proposed as stamp tax on bank checks 
and drafts are perhaps most questioned. 

While Secretary Mellon reiterates his 
opposition to the principle of levying exces- 
sive taxes on the estates of decedents he 
asserts that the emergency justifies addi- 
tional revenue from this source by proposing 
that present estate tax rates and exemp- 
tions be revised to correspond to those effec- 
tive under the Revenue Act of 1921. These 
provide for the taxation of net estates at 
rates graduated from 1 per cent on the first 
$50,000 to 25 per cent on amounts in excess 
of $10,000,000. To avoid automatic increase 
in state levies, it is suggested that increases 
in the estate tax be effected by means of a 
supertax in addition to present rates with no 
deduction from this supertax from state 
taxes paid. 
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1931 A TRIUMPHANT YEAR FOR 
TRUST SERVICE 


WO features stand out pre-eminently 
in surveying developments of the year 

now closing in the field of trust com- 
pany business and fiduciary service. Fore- 
most is the unimpeachable record of safety 
in the administration of estates and trust 
funds, maintained in the face of soul-racking 
conditions more severe in testing the quali- 
ties of corporate trusteeship than any en- 
countered since the first trust company was 
launched over a century ago. The second 
major development is that trust department 
business, particularly as regards personal 
trusts, and in marked contrast to practically 
every other kind of financial activity, ex- 
hibited a degree of increase in volume and 
number of appointments which compares 
favorably with the best records of past 
yeurs. 

Viewed in its broader aspects, there can 
be no doubt that the institution of corpor- 
ate trusteeship rises above the swirling cur- 
rents of 1931 with greatly added stature 
and command of public respect. The im- 
pregnable character of expert trust manage- 
ment and its immunity from loss, aside 
from uncontrollable factors of market de- 
preciation in values, calls for emphasis at 
this stage because of the storm which has 
swept over the banking world, leaving an 
unfortunate trail of wreckage. Although 
the title “trust company” has appeared with 
irritating frequency in the publication of 
bank failures, the fact remains that in but 
a very few instances was there any trust 
business involved. Official records assem- 
bled by Trust CompaANtes Magazine prove 
that in the rare cases where trust depart- 
ments were conducted by banks closing 
their doors and recorded up to the close of 
November, such trust assets were either 
found to be intact or amply safeguarded by 
capital liability and the preferential stand- 
ing of the trust beneficiaries in the event of 
liquidation. 

Another striking fact emerges from the 
trust picture of 1931. It is quite possible 
that a nationwide survey of new trust busi- 
ness during this year, embracing appoint- 
ments as executor and trustee under wills, 
and under living and life insurance trust 
agreements, will not reveal such large per- 
centages of increases as during 1930 and 


1929. The significant fact, however, is that 
new high records of gain have been achieved 
by those trust companies and banks which 
have vigorously continued their develop- 
ment and educational programs. They did 
not permit the ‘depression complex” to 
affect trust department policies. Such in- 
stitutions have profited because they wisely 
proceeded on the proven principle that 
times like the present are the most fertile 
for securing new business; that the psychol- 
ogy of the public is such as to give renewed 
accent to the appeal of protection in han- 
dling property, and particularly invest- 
ments, which is assured by responsible trust 
service. 


Another lesson conveyed by the past year 
is that those considering or realizing the 
value of trust company service have be- 
come more discriminating in the selection 
of the trust company or bank to which they © 
are willing to confide their treasures or 
financial affairs. This is as it should be, 
because of the number of banking institu- 
tions and so-called trust companies which 
have ventured into the responsible business 
of trusteeship without attempting to pro- 
vide the necessary ability, equipment and 
responsibility. 


o, 
oe 1 


BANKING LEADERSHIP OR POLIT- 
ICAL DICTATION 


ORD comes from Administration 
sources in Washington that banking, 
in common with industry and busi- 
ness, is lacking in leadership and that the 
job of lifting this country out of the morass 
of depression has been thrust upon the 
shoulders of President Hoover. The indict- 
ment is not without justification. The 
leading and public-spirited bankers from 
all sections of the country should not be 
slow to accept the challenge. Their ability 
to cooperate and work together has just 
been demonstrated in a signal fashion by 
the way in which the National Credit Cor- 
poration has been set in motion. The type 
of men enlisted in this organization may 
well serve as the nucleus for a National 
Council of Bankers more potent and influ- 
ential than any banking organization yet 
set up. 
The need for a new leadership in American 
banking is urged not alone by current busi- 
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ness conditions. The call is more insistent 
because there looms up the menace, in 
larger form than ever before, of arbitrary 
political interference with the progressive 
and constructive forces in American bank- 
ing that respond to economic dictations. 
Attempts will be made at this session of 
Congress to correct certain weaknesses that 
have been disclosed by bank failures and 
diversion of credit into speculative chan- 
nels. Legislative fiat is to be employed 
where practical banking experience and 
sound principles of management alone must 
be relied upon to secure permanent re- 
sults. 

For one thing, the banking community 
must be aroused in order to resist threat- 
ened invasion of the autonomy of the state 
banking system and projected legislation 
the frank purport of which is to undermine 
the independence of state banks in the com- 
mercial banking field. The ultimate goal 
of proposed measures, having Administra- 
tion approval, is to concentrate all commer- 
cial banking under federal supervision and 
to create a banking bureaucracy at Wash- 
ington, susceptible to political influence and 
to which neither national or state bankers 
should lend countenance. 


a ge & 
BRANCH BANKING LEGISLATION 
BEFORE CONGRESS 


RANCH banking bills will be sub- 
‘BI mitted to Congress which, if enacted, 

will sound the death-knell of the so- 
called “unit” or “independent” banking 
system. Favorably committed on the sub- 
ject are President Hoover, Secretary of the 
Treasury Mellon, Comptroller of the Cur- 
rency Pole, Senator Glass and other mem- 
bers of Congress. Comptroller Pole, in his 
annual report, again affirms his position in 
behalf of branch banking according to 
“trade areas” in disregard of state lines or 
the laws of the respective states. The 
obvious purport of proposed bills is to con- 
centrate all commercial banking into the 
national system and under Federal super- 
vision. The proponents urge that the flow 
of commercial banking is not bound by 
political lines; that banking integrity de- 
mands integration of and centralization of 
control away from the states; that the use- 
fulness of the Federal Reserve System is 
at stake, and finally that Congress has the 
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power to unify the banking business even 
to the extent of passing laws that may force 
state banking out of existence. It is also 
likely that Congress will consider legislation 
relating to group banking and bank hold- 
ing corporations as well as restrictions upon 
the operation of security affiliates by banks. 


President Hoover, in his message to Con- 
gress, said: ‘““The Congress should investi- 
gate the need for separation between dif- 
erent kinds of banking; an enlargement of 
branch banking under proper restrictions; 
and the methods by which enlarged mem- 
bership in the Federal Reserve System may 
be brought about.” Secretary Mellon, in 
his annual report, commends the Pole 
“ “trade area’ branch banking plan as a solu- 
tion, in a large measure, of our present 
banking difficulties, affording better man- 
agement, service and diversification, with 
greater measure of safety than can now be 
obtained under our present system.” 

Comptroller Pole, in his annual report, 
repeats the recommendations contained in 
his report last year and rehearses the rea- 
sons, based mainly upon the decline of the 
command of banking resources of the coun- 
try by national banks from 75 per cent in 
1886 to less than 40 per cent. He points to 
the failure of rural banking by reason of 
8,000 banking failures from close of Janu- 
ary 1, 1921, to September 30, 1931, of 
which not less than 60 per cent were small 
and rural banks with capital of $25,000 or 
less. Similar ratio applies to the approxi- 
mately 2,000 bank failures this calendar 
year involving deposits of one and a half 
billion dollars. 

It is easy to conceive of the mad scram- 
ble that will ensue if Congress adopts the 
idea of “‘trade area” branch banking. The 
states will engage in wild competition to 
meet the Federal challenge. Big banks will 
be tempted to battle for dominance. De- 
cisions as to loans, credits, etc., affecting 
local communities will be made at metro- 
politan centers. The proposal is inimical to 
the position of the American Bankers Asso- 
ciation, taken at Cleveland and reaffirmed 
at the last convention, endorsing branch 
banking within corporate or county areas 
and upholding the autonomy of the state 
banking system; namely, that national 
banks should not be given privileges which 
state banks cannot possess. 
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AMERICA’S INTERNATIONAL ROLE 
ITH war debt and reparations dis- 
W putes in Europe under the Young 
Plan again nearing an impasse and 
preparations for a world Disarmament Con- 
ference to convene in Geneva on February 
2nd, no greater contribution could be 
made by the United States to the cause of 
economic and political peace than by an 
early approval by the Senate of the pending 
protocol pledging this Government’s ad- 
herence to the World Court. As a gesture of 
good will and cooperation it would not only 
hearten Europe but strengthen our influence 
in European deliberations. Whichever way 
the matter is viewed the recent action of 
Congress in approving President Hoover’s 
proposal for a one year’s moratorium on 
intergovernmental war debts and German 
reparation payments, together with the 
President’s recommendation for recreation 
of the World War Foreign Debt Commis- 
sion, must be regarded as admission that 
this country has vital interests at stake in 
the restoration of confidence abroad. 
If there is any doubt as to American con- 
cern in securing war debt and reparation 
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easements, it is removed by the threat of 
serious loss because of France’s adamant 
refusal to relinquish priority of reparations 
claims to Germany’s private debts including 
$6,000,000,000 government and commercial 
debts, half of which is held by American 
investors and creditors, besides this coun- 
try’s large share in Germany’s outstanding 
$1,200,000,000 short-term indebtedness and 
commercial credits. And by way of paren- 
thesis it must be stated the large volume of 
American money poured into Germany 
through loans and credits has filtered 
through into French hands and reappeared 
as French balances in New York and Lon- 
don. American holders of German securi- 
ties have already suffered more than 50 per 
cent depreciation. 

It is of special interest that a sub-com- 
mittee of expert international bankers now 
meeting at Basle to consider Germany’s 
capacity to pay is at work on a plan. The 
basis is the organization of a trust company 
to handle and make convertible into bonds 
as a basis for advances, Germany’s non- 
commercial short-term credits, most of 


which are held in this country. 


INTERNATIONAL COURT OF JUSTICE IN SESSION AT 'THE HAGUE. FRANK B. KELLOGG, THE UNOFFICIAL 
AMERICAN REPRESENTATIVE, IS SEATED THIRD FROM LEFT 
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EARNINGS AND GROWTH OF 
TRUST DEPARTMENTS OF 
NATIONAL BANKS 


fa g)| HE annual report of the Comptroller 

of the Currency contains interesting 

information as to the increase in 
trust business administered by national 
banks and earnings derived therefrom cov- 

ering the fiscal year ended June 30, 1931. 
This is the one brightest spot in the Comp- 
troller’s survey of the activities of national 
banks and as contrasted with record of 
declines in commercial banking operations. 
The report shows that 2,407 national banks 
had authority to exercise trust powers, as of 
June 30, 1931, representing 80 per cent of 
the capital and 82 per cent of the combined 
resources of all national banks. There are 
1,856 national banks with trust departments 
administering 102,987 individual trusts with 
assets aggregating $5,241,991,392. Of these 
782 were also acting as trustee for bond and 
note issues aggregating $10,719,846,426. 

_ Individual trust assets under administra- 
tion increased 17 per cent over 1930. A 
more impressive picture of the growth of 
trust business in national banks is derived 
by a comparison with June, 1926, covering 
a period of five years. Since that time the 
amount of individual trust assets increased 
from $922,328,677 to the latest figure of 
over five billions; corporate trusts increased 
from $2,463,553,316 to nearly 11 billions. 
_ Growth in earnings have kept pace with 
increase in volume of business. For the year 
ended last June 30th, gross earnings were 
$26,888,000 against $22,765,000 reported 
for 1930 and an increase of 223 per cent 
over earnings for 1926. The popularity of 
insurance trusts is particularly marked. At 
the end of the last fiscal year 213 national 
banks were acting as trustee under 554 
agreements involving administration of 
$21,667,964 in proceeds from life insurance 
policies, while 764 banks had been named 
as trustees under 17,656 insurance trust 
agreements not operative, supported by 
insurance policies with face value of $734,- 
830,790. These figures represent an increase 
of 39.9 per cent in number and 60.5 per cent 
on volume of insurance trust assets under 
administration. On June 30th last, there 
were 262 branches of national banks actively 
engaged in administration of 15,224 trusts 
with individual trust assets aggregating 
$1,015,325,865. 
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ESTATE OF ALIEN 


HE Supreme Court of the United 
iT) States recently handed down an in- 
teresting decision affecting the devo- 
lution of property, when it decided that the 
Kingdom of Italy was entitled to the Amer- 
ican property of one of its citizens who died 
intestate in New York, leaving no heirs or 
next of kin. 

In this case, the decedent had not become 
a naturalized citizen and there was no 
question concerning the state of the domi- 
cile. The only question involved was one 
of escheat. In the original case, the New 
York Surrogate held that the law of the 
domicile of the decedent governed the de 
volution of this property. Chief Justice 
Hughes said: 

“We are not here concerned with ques- 
tions of mere administration, nor is it nec- 
essary to determine that the loose phrasing 
of the provisons of Article VI precludes an 
appropriate local administration to pro- 
tect the rights of creditors. Nor have we 
to deal with a case of testamentary disposi- 
tion. In this instance there is no will, ad- 
ministration has been had, creditors have 
been paid, proper steps have been taken, 
without success, to discover kin of the de- 
cedent, and, assuming the absence of rela- 
tives, the question is one of escheat; that 
is, whether the net assets shall go to Italy 
or to the State of New York. The provision 
of Article VI of the treaty with Persia does 
not contain the qualifying words ‘conform- 
ably with the laws of the country’ (where 
the death occurred) as in the case of the 
treaty between the United States and the 
Argentine Confederation of 1855; or the 
phrase ‘so far, as the laws of each country 
will permit,’ as in the 1910 Consular Con- 
vention between United States and Sweden. 

“The omission from ArticleVI of the treaty 
with Persia of a clause of this sort, so fre- 
quently found in treaties of this class, must 
be regarded as deliberate. In the circum- 
stances shown, it is plain that effect must 
be given to the requirement that the prop- 
perty of the decedent ‘shall be delivered 
up to the consul or agent of the nation of 
which the deceased was a subject or citi- 
zen, so that he may dispose of them in ac- 
cordance with the laws of his country,’ un- 
less a different rule is to apply simply be- 
cause the decedent was domiciled in the 
United States.” 
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STATE BANK BOARD PROPOSED 
IN NEW YORK 


HE conviction is strong among many 
bankers that there is something radi- 

cally wrong with a system of state 
banking supervision which thrusts upon the 
shoulders of one man—and that one a poli- 
tical appointee—the well-nigh superhuman 
tasks and responsibilities such as occasioned 
by the flood-tide of bank failures during the 
past year. Bank supervision to be effective 
must be preventive, nipping sour growths 
in the bud, so to speak, and not merely 
getting into action when the horse has 
bolted from the stable. This feeling has 
expressed itself of late not only in New 
York, but also in many other states and 
communities where bank troubles have been 
seized upon for political and partisan 
advantage. 

“Tt 1s high time that the tremendous banking 
resources under the control of the Superin- 
tendent of Banks should be removed from the 
field of political agitation and political influ- 
ence.” With that premise, an advisory com- 
mittee of the New York Joint Legislative 
Commission of Banking recently submitted 
a tentative plan to create a state banking 
board to take over the functions and powers 
now vested in the office of the Superintend- 
ent of Banks. The board, as suggested, is 
to consist of eleven members of which seven 
are to be selected by the state banks and 
trust companies on a basis similar to the 
method of selecting the board of governors 
for Federal Reserve banks and the remain- 
ing four members to be appointed by the 
Governor. 

This recommendation, which is now in 
the hands of the Joint Legislative Commis- 
sion, has aroused warm discussion. At this 
stage it is difficult to say whether the ‘“‘ayes”’ 
or the “nays” have it, although cordial ap- 
proval to the idea has been expressed by 
some of the leading bank and trust company 
men of New York. In making public the 
plan, the advisory committee is careful to 
state that it signifies no criticism of the 
present encumbent of the office of Superin- 
tendent of Banks, Joseph A. Broderick, who 
is now under indictment in New York City 
on the ground that he did not close the Bank 
of United States soon enough, and being 
sued in Buffalo on the alleged ground that 
he closed a bank too soon. The advisory 
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committee, in its statement, is at some 
pains to pay tribute to Superintendent 
Broderick as “‘a man of high character and 
standing, who has had banking experience.” 

The proposed New York banking board 
would have power to adopt rules and regu- 
lations for safe conduct of banking; would 
have authority to regulate maximum inter- 
est rates on deposits; have power to grant 
or withhold charters for new banks and 
control of mergers. The board would also 
be clothed with emergency powers, es- 
pecially as regards fixing basis of valuation 
at which banks might carry their securities 
and provide that deposits could be with- 
drawn only in instalments over a period of 
time in order to prevent bank failures or 
forced liquidation. 

Objections voiced to the plan is that it 
puts control of banking into the hands of 
the bankers and that they are placed in the 
position of regulating themselves. It is 
also claimed that the proposal is intended 
as a “red herring” to draw across the trail 
of drastic segregation and other strong 
measures recommened by Superintendent 
Broderick in his report to the Legislature. 


Constitutional objections are also urged. 
Whatever the outcome may be the fact 
remains that banking supervision in this 
country demands more composite judgment 
and actual banking experience than possible 
under the present system. 

ee? 


NEW LEADERS IN THE TRUST 
FIELD 


S this issue goes to press information 
iN is received of the election of Sidney 

Maestre to the presidency of the 
Mississippi Valley Trust Company of 
St. Louis, succeeding the late J. Sheppard 
Smith. Mr. Maestre relinquishes his office 
as president of the Mercantile-Commerce 
Company, the affiliate of the Mercantile- 
Commerce Bank and Trust Company to 
assume his new duties. He is forty years of 
age. Advice also comes from Washington, 
D. C. of the election of Harry G. Meem 
as president of the Washington Loan and 
Trust Company, succeeding the late John B. 
Larner. The new pilot of the Washington 
Loan and Trust Company has been asso- 
ciated with that Company since 1891, 
beginning as runner, and vice-president 
since 1917. 
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ON LEGAL LIST 


RUST companies and savings banks 

43 will not be forced to sacrifice railroad 
securities which are threatened with 

loss of the legal status under existing New 
York banking law, if an amendment recently 
agreed upon by the Joint Legislative Bank- 
ing Commission is adopted at Albany. 
There is every reasonable assurance that 
the legislature will act promptly to save 
a situation which is fraught with serious 
loss to savings banks and fiduciaries unless 
the requirements in Sec. 239 of the banking 
laws are relaxed. The bill to be submitted 
is the result of a number of hearings, at 
which appeared representatives for the Cor- 
porate Fiduciaries Association of New York, 
savings banks and other affected interests. 

Sec. 239 now requires that if railroad 
bonds are to be declared legal, the railroad 
in question must have earned one and one- 
half times its fixed charges for five out of 
the preceding six years, including the last 
year. The proposed relief measure would 
abrogate the requirement as far as 1931 
is concerned. It requires, however, that 
railroads must have paid matured principal 
and interest on their mortgaged and funded 
indebtedness and that the securities of a 
railroad which has defaulted during the 
current year, or which default prior to April 
1, 1923, in the payment of matured obliga- 
tions on mortgaged indebtedness, shall not 
be eligible for investment. The bill, in 
effect, extends the “moratorium” up to 
April 1, 1933. 

The urgency of the proposed legislation 
is indicated by the fact that railroad bonds 
to the total amount of $5,748,000,000 par 
value are scheduled to go off the legal in- 
vestment list on the basis of reduced earn- 
ings during 1931. Any relief that may be 
secured by railroads through the adoption 
of the proposed railroad credit pool, sanc- 
tioned by the Interstate Commerce Com- 
mission would come too late in the absence 
of such suspension of requirements for 1931. 

One criticism in the proposed amendment 
to the New York law is that the joint com- 
mittee did not require that in order to 
qualify as legal, the roads whose issues are 
involved must have earned the amounts 
necessary to take care of debt service. 
Under the bill as formulated, the issues of 
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BILL TO RETAIN RAILROAD BONDS 









a road which may not have earned its fixed 
charges will continue to remain on the legal 
list, if the company’s credit is good enough 
to permit it to borrow the funds with which 
to meet fixed charges. 

The proposed bill is, of course, but a 
makeshift arrangement to meet abnormal 
conditions caused by current business de- 
pression and the enfeebled state of railroad 
earnings and credit. It is to be hoped that 
the legislative committees which have de- 
vised the emergency bill will address them- 
selves to a more comprehensive study of 
the whole subject of legal investments with 
a view to correcting the obviously unsound 
and unscientific provisions of the present 
law. Economic changes and developments 
of the past two years have materially 
changed the picture as to investments legal 
for trust and savings funds. There is prime 
need of basic changes in the principles 
underlying trust investments. 
eo > 


SUPREME COURT ON 
INCOME 


HE United States Supreme Court, in 

a recent decision, held that gain by 
a corporation in buying its own secu- 

rities at a discount is taxable income. The 
case is that of United States vs. Kirby Lum- 
ber Company. In July, 1923, the Kirby 
Lumber Company issued its own bonds for 
$12,126,800, for which it received their par 
value. Later in the same year it purchased 
in the open market some of the same bonds 
at less than par, the difference of price 
being $137,521.30. The question was wheth- 
er this difference was a taxable gain or 
income of the company for the year 1923. 

By the Revenue Act of 1921 gross income 
includes “gains or profits and income de- 
rived from any source whatever,” and by 
the Treasury regulations authorized by sec- 
tion 1303, that have been in force through 
repeated reenactinents. “If the corporation 
purchases and retires any of such bonds at 
a price less than the issuing price or face 
value, the excess of the issuing price or face 
value over the purchase price is gain or 
income for the taxable year.” 

The regulations should be accepted as a 
correct statement of the law. As a result of 
its dealings it made available $137,521.30 
assets previously offset by the obligation of 
bonds now extinct. 
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GUIDING PRINCIPLES FOR 1932 


HE general tone of business predic- 
tions for 1932 have acquired a more 

cautious and moderate character 
toward this time of the year; and 
rightly so, because of the indeterminable 
factors which confuse the most accurate 
judgment and attempts at prophecy. There 
are, however, underlying and age-tested 
principles of policy, management and con- 
duct which have not lost their potency and 
which need to be stressed. Col. Leonard P. 
Ayres, vice-president of the Cleveland Trust 
Company, and one of the keenest of the 
nation’s economic minds, dwells on these 
guiding principles. He says: 

“Two principles appear valid as guides in 
the formation of policies, whether personal 
or corporate, in 1932. The first is that 
operating budgets should be balanced. This 
means that income should be coaxed up, 
and outgo should be pared down, at what- 
ever cost of thought and effort, until the 
two accounts overlap and leave at least a 
little margin on the credit side. It involves 
calling a halt to the piling up debts, and 
making progress in paying them down. This 


policy is the valid objective for the national 
government, the state, the municipality, the 
corporation, the church, the club, and the 
family. 

“Tt will not do to think that we can wait 
until business recovery makes possible the 
adoption of this policy. The order of events 


is the other way around. Prosperity will 
return when millions of individual men and 
women resolutely grapple with existing con- 
ditions, and use them as a foundation from 
which to build for the future. Business re- 
covery cannot be conjured into being by the 
enactment of some all-inclusive legislation. 
The volume of employment will increase in 
proportion as individual business units so re- 
order their affairs as to enable them to 
Operate at a profit. Business can operate 
successfully at the new and lower price levels 
when once it has adjusted its operations to 
them. 

“The second guiding principle is that in a 
time of readjustment to lowered price levels 
hopes for speculative profits should be rele- 
gated to very subordinate positions. This 
applies alike to hopes for speculative gains in 
land, in commodities, and in stocks. It is not 
equally true of bonds. Even in periods of 
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rising commodity prices stock speculation is 
the most laborious form of acquisitive enter- 
prise. When general readjustment to low- 
ered commodity price levels is under way 
successful speculation is rendered doubly 
difficult. This country is over-equipped with 
speculative facilities, and its people are 
over-imbued with the speculative spirit, 
both ill-adapted to present conditions.” 
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ESTABLISHING DOMICILE OF 
TESTATOR 

QUESTION of supreme importance 
which often arises for the purposes of 

probating wills, is that of ascertain- 
ing in what state or country a testator had 
his legal domicile at the time of his death. 
The New York Surrogate’s Court rendered 
a decision recently In re De Coppett’s 
Estate, which has an interesting bearing on 
the subject. The court decided that in 
order for an intended change of domicile to 
be effective, it is necessary not only that a 
new domicile be adopted, but also that the 
old one be abandoned. 

A person’s domicile is his home, the place 
where he chooses to reside permanently. 
He may change his legal domicile at will, 
but in making a change, he must have the 
intention of abandoning the former domi- 
cile and of adopting the new one. When a 
person alleges in probate proceedings that 
an individual changed his legal domicile, 
the burden of proving the fact of such 
change is upon the person alleging it. 

In this case, the court held that the fact 
that the decedent maintained separate 
homes in New York and Paris was not in- 
consistent with his continuing his New York 
domicile, and that to show that a change 
had been made, clear proof of the testator’s 
intention must appear. The court said, in 
part: “To effect a change of domicile for 
the purpose of succession there must be not 
only a change of residence, but an intention 
to abandon the former domicile and acquire 
another as the sole domicile. . . . In passing 
upon such a question, in view of the im- 
portant results flowing from a change of 
domicile, the intention to make such a 
change should be established by a very clear 
proof . . . especially when the change is to 
a foreign country. The burden of the proof 
rests upon the party who alleges a change.” 
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IMPORTANT CONSTRUCTION UN- 
DER NEW YORK DECEDENT 
ESTATE LAW 


VER since the enactment in 1929 of 
the amendments to the New York 

Decedent Estate Law recommended 
by the Commission to investigate Defects 
in the Laws of Estates, a difference of 
opinion has existed as to whether the exe- 
cution of a codicil after the effective date 
of the amendments to a will made before 
that effective date, would entitle the sur- 
viving spouse to elect under the new Sec. 18 
to take against the will. That question was 
squarely raised in the recent case of 
Matter of Greenberg. 


Here the testator’s will, made in 1927, 
cut off his wife with a legacy of one dollar. 
They lived apart under a decree of separa- 
tion which did not allow the wife alimony. 
The testator executed two codicils, one on 
October 30, 1930, and the other on January 
3, 1931, in which he made radical changes 
with respect to the disposition of his prop- 
erty and in all other respects republished 
his will. The legacy of one dollar to his 


wife was not changed and no other pro- 


vision in her favor was made. On the tes- 
tator’s death the widow claimed that the 
execution of the codicils constituted the 
making of a will under the provisions of 
Sec. 18 of the Decedent Estate Law and 
therefore entitled her to the right of elec- 
tion provided by that section. The court 
held that a codicil republishing a will incor- 
porates the provisions of the will by refer- 
ence so that the two are to be taken to- 
gether as the testator’s will effective from 
the date of the codicil, saying in part: “It 
must be decided that the act of the testator 
in executing the codicil of October 30, 1930, 
on well established principles, inevitably 
resulted in a reaffirmation of his entire tes- 
tamentary disposition subsequent to the 
effective date of the statute; that he must 
be held to have intended the natural con- 
sequences of his act, with its legal result 
of bringing his testamentary plan within 
the provisions of Sec. 18 of the Decedent 
Estate Law as amended, wherefore the 
widow in entitled to invoke the provisions 
of this statute.” 

The court went on to say that the same 
result might be reached upon other grounds, 
pointing out that the right of election under 
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Sec. 18 is conditioned on three, and only 
three, matters, namely: (1) That testator 
died after August 31, 1931; (2) that he left 
a surviving wife, and (3) that he left a will 
executed after August 31, 1930. The first 
and second conditions were conceded to 
exist, and the surrogate held that a codicil 
is a will within the meaning of the section. 
He pointed out that the Decedent Estate 
Law provides: “Sec. 2. Definition. The 
term ‘will,’ as used in this chapter, shall in- 
clude all codicils, as well as wills,” and that 
substantially the same terminology is found 
in the Surrogate’s Court Act. The decisions 
of the courts were found to show that no 
material distinction exists between wills 
and codicils. The court said also that since 
the elections under Sec. 18 were given in 
lieu of dower, they should be given the 
most liberal construction in favor of the 
widow. The surviving wife was held en- 
titled to elect to take against the will under 
Sec. 18 of the Decedent Estate Law. 
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CHANGE OF BENEFICIARY 


(G@eyiHE proceeds of insurance policies in 
(T| an unfunded trust will be paid to 

the changed named beneficiary even 
though the trust agreement has not been re- 
voked, according to a decision rendered by 
the Appellate Division of New York, on 
November 3, 1931, in the case of Chatham- 
Phenix National Bank and Trust Company 
vs. Travelers Insurance Co. Where an un- 
funded life insurance trust has been created 
reserving to the insured the right to alter 
and revoke, the policies being made pay- 
able to the trustee by nominating the latter 
as beneficiary therein, if the policies have 
not been assigned to the trustee and the in- 
sured has exercised, under the terms of the 
policies, his right to change the beneficiary, 
the proceeds are payable to the beneficiary 
so nominated and not to the trustee. 

In this case the settlor of an unfunded, 
revocable life insurance trust changed the 
beneficiary of certain policies in which the 
trustee formerly was named beneficiary. 
Although the change was not made exactly 
in accordance with the terms of the policies, 
the court held that, since those policy pro- 
visions were for the sole protection of the 
insurer, which waived them, the change of 
beneficiary was valid and rendered the 
proceeds payable to the person nominated. 
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AMERICAN BANKING STRUCTURE ACQUIRES 
STRONGER FOUNDATIONS 


EMERGING FROM SEVERE TESTS TO IMPROVED 
STANDARDS OF MANAGEMENT AND PRACTICE 


RALPH E. BADGER, Executive Vice-president, and CARL F. BEHRENS, Economist, 
Union Guardian Trust Company of Detroit, Mich. 


(Epitor’s Note: The history of banking development in the United States yields one 
lesson charged with greater significance than all others, namely, that every important 
improvement has been borne of such periods of severe testing as experienced during the 


past two years. 


Weaknesses have been forced to the surface. 
being rapidly purged of its rank growths and alien encroachments. 


The entire banking field is 
Infractions of sound 


principles have been brought home to banking leadership as well as the rank and file. 
The following article presents an illuminating picture of what has happened in banking 


and distortions of credit during the past decade. 


It serves as background for new con- 


ceptions and improved standards making for greater safety and stability both as regards 
banking and the usages of credit.) 


HE apparently successful functioning 

and influence of the National Credit 

Corporation in restoring confidence 
toward banks as evidenced by the marked 
reduction in banking suspensions and the 
cessation of hoarding, renders it expedient 
to trace the various factors in American 
banking development during the past decade 
which called for emergency measures set in 
motion by President Hoover. The fine spirit 
of cooperation shown by banks throughout 
the country in setting up the machinery of 
the National Credit Corporation is significant 
both of the fundamental stability of the 
banking structure of the whole and the high 
type of management which obtains. 

The banking system in the United States is 
a product of evolution. The most progres- 
sive stages have been borne of periods of 
testing such as the present and it is a safe 
conclusion that the experiences of the past 
decade will result in important improve- 
ments. It is therefore a time for examina- 
tion and of frank analysis of weaknesses 
that have been disclosed during the past 
decade. Our banking system is far from per- 
fect. No human device is. It is, however, 
unquestionably the best adapted system 
which this country has ever had. Perhaps 
the greatest weakness of any economic insti 
tution lies, not in the structure itself, but 
in the men who operate it. 

The functioning of our entire economic 
machine is vitally dependent upon the smooth 
operation of its banks. In terms of dollars, 
the annual business of the United States is 


estimated at approximately seven hundred 
billion dollars. The actual money that is 
in circulation is about five billions. Less than 
10 per cent of our annual trade is consum- 
mated by an exchange of actual dollars. 
Over 90 per cent is consummated by the 
circulation of bank deposits. 


Idle and Productive Dollars 


Under normal conditions both money and 
bank credit or deposits, measured in terms 
of dollars, circulate freely and give the own- 
ers thereof a claim on real goods or services. 
Money, in the strict sense of the word, serves 
merely as counters by which goods may be 
exchanged for other goods or services. By 
and of itself money is of little or no value 
In just the same way that a million dollars 
of gold would have done Robinson Crusoe no 
good, so would a million dollars do anyone 
of us no good if we could never spend it for 
food, clothing, automobiles, and so on. 

Money in the hands of individuals is un- 
productive. A million dollars of cash held 
by a miser affords him only the satisfaction 
of looking at it. If his mental aberration is 
carried to extremes he dies of starvation and 
in rags. Saving is not to be confused with 
hoarding. A man who saves must invest. He 
purchases capital goods, factories, machinery, 
and the like, usually through the medium of 
stocks, bonds, or a savings account. In the 
latter case the bank officers do the actual 
investing. Capital goods produce a return 
in the form of interest. 

As a country 


grows in population, re- 
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sources, and in the size of its transactions, 
some form of circulating medium other than 
money becomes necessary. If A owes B 
$1,000,000, if B owes C, and if C owes A 
similar amounts, it would be awkward to 
transfer $1,000,000 along the line. A sim- 
ple form of I.0.U. properly endorsed will 
suffice, and will result in cancellation of the 
entire transaction. Without going at length 
into the technique of banking, this process is 
virtually what occurs when checks are used 
in our daily transactions. The details of 
clearance between distant communities is 
facilitated by clearing houses, and virtually 
billions of dollars of business is done with- 
out the passing of a dollar. 


When Confidence in Banking System Is 
Disturbed 

Bank deposits are initially created either 
by the actual deposit of money, granting 
loans to customers, either commercially or 
collaterally secured, or by the purchase of 
securities for bank account. In order to 
meet normal cash demands of customers, 
banks require in their vaults a moderate 
amount of actual money. Furthermore, in 
order to assure limits to the expansion of 
bank credit, reserves are required. In this 
country the final reserve specified by law is 
gold. Within broad limits, however, bank 
eredit, and the amount of bank deposits in 
circulation, vary widely in accordance with 
business requirements. 

The layman takes the banking system for 
granted during ordinary times, much the 
same as a healthy man takes his digestive 
system for granted. During troublesome 
times, particularly when an abnormally large 
number of banks fail, individuals become con- 
cerned over their deposits. In their minds 
“they have money in the bank.” What they 
really have is a claim on goods or services 
measured by dollars and on a parity with 
gold so long as the bank operates. 

It is not the function of banks to main- 
tain cash equal to their deposits. If it were, 
then banks could provide no such thing as 
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commercial credit, and our circulating me- 
dium would be measured by our store of 
money. If a bank is properly operated it 
does have assets equal in value not only to 
its deposits, but to other liabilities and capi- 
tal and surplus as well. The capital and 
surplus of a bank, in other words, provides a 
buffer to protect the depositor against undue 
shrinkage in the other assets of the bank. 
Additional protection is afforded by the dou- 
ble liability of stockholders. 


Lower Reserves and Increase in Bank Credit 

At this point we may draw some simple 
conclusions. The higher the ratio of capital 
and surplus to deposits, the greater the pro- 
tection offered to depositors. The higher the 
ratio of lawful reserves, or cash items, to 
deposits, the more liquid the bank. The pres- 
ent Federal Reserve System, effective since 
1914, lowered the reserve requirements of 
banks, but centralized gold reserves with the 
twelve Federal Reserve banks, which were 
to have substantial powers in respect to ex- 
panding or contracting bank credit. ‘These 
banks likewise assumed the functions of 
issue, previously performed by individual 
national banks. 

Lowering of reserve requirements, per se, 
increased the potential credit available for 
use by member banks, either to finance actual 
business operations or speculation. Some 
idea of the extent to which bank credit in 
this country has recently increased, as well 
as the extent to which a given dollar of gold 
reserve has been called upon to do more 
work, is gained by data shown below: 

A natural corollary of the preceding de- 
velopment was a reduction in the ratio of 
capital and surplus to deposit liabilities. This 
is indicated by Chart I. (See next page.) 


Weaknesses in the Banking Structure 

If we disregard temporarily the benefits 
derived from centralization of reserves 
through the Federal Reserve System and the 
powers of currency expansion inherent in 
this system, it is evident that the banking 


Comparison of an index of Loans, Discounts and Investments of all Commercial Banks 
with the Percentage of Monetary Gold Stock to Total Deposits of All State and 
National Banks and Trust Companies 


Index of Loans, Disc. 
and Investments of 
All Commercial 
Banks (1922-100) 


Year 
1922 
1923 109 
1924 112 
1925 121 
1926 127 
1927 13 

1928 144 


100 


Percentage of Monetary Gold 
Stock to Total Deposits of 
All State and National Banks 
and Trust Companies 
12.33 
12.38 
12.70 
11.338 
11.08 
11.03 
9.60 
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CHART 1.—Ratio of Capital and Surplus to In- 
dividual Deposits; National Banks, 


structure of the United States was weakened 
somewhat by developments up to 1929. 

The normal operation of any system of 
commercial banking requires confidence on 
the part of the public. The failure of an ab- 
normal number of banks soon creates a dis- 
tinct lack of confidence. The situation is not 
unlike that of the epicure who relishes mush- 
rooms. He may with unconcern read of an 
occasional death from mistaken identity, but 
if toadstools become confused with mush- 


1925 1936 1927 1928 1929 


(normal—100% ). 


1900-1930. 


Source: Federal Reserve Bank of New York. 
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rooms too often, he may elect to change his 
diet. Applied to the banking system, the 
public starts a run. 

The following table indicates the history 
of bank failures over the past decade. 


Banks Suspended, 1921-1930 
Year Number Deposits 
1921 501 $196,460,000 
1922 354 110,721,000 
1923 648 188,701,000 
1924 776 213,338,000 
1925 612 172,900,000 
1926 956 272,488,000 
1927 662 193,891,000 
1928 491 138,642,000 
1929 642 234,532,000 
1930 1,345 864,715,000 

#1931 1,836 1,500,000,000 


*(Up to November 22d.) 


The Darwinian process has been most se- 
vere during 1930 and 1931 and presumably a 
large number of the weaker banks have gone 
the way of other ill-adapted species. The 
epicure, however, is still skeptical. 


Hoarding by Banks and Individuals 

It is possible to measure in various ways 
the extent to which public skepticism in re- 
spect to our banking structure has gone. 
For example, the amount of money in circu- 
lation normally starts to increase seasonably 
during the middle of November and may be 
expected to increase by 
something over one billion 
dollars by the end of the 
year. This seasonal in- 
crease in money in ¢cireula- 
tion is necessary to finance 
an increasing number of 
hand to hand purchases 
during the holiday season. 
After the seasonal increase 
in circulation in 1930, the 
amount of money in ¢circu- 
lation failed in 1981 by 
about $300,000,000 to de- 
cline to the point which 
might reasonably have been 
expected after the 1930 
holiday season. Beginning 
in February, 1951, the 
amount of money in circu- 
lation proceeded to in- 
crease with unusual rapid- 
ity and by the middle of 
October, had increased ‘to 
well over $650,000,000. 

This 


195l 


1950 
CHart 2.—Velocity of Bank Deposits Outside New York City 


increase in money 
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in circulation was accompanied by a continu- 
ous decrease in the rate of business activity, 
by a continuous fall in commodity prices, and 
by a continuous decrease in the velocity of 
bank deposits. (See Chart 2 on preceding 
page. ) 

It may be estimated that at the present 
time the amount of redundant money in cir- 
culation amounts to about one billion dollars. 
It is a misnomer to state that this money is 
in circulation—in truth, it represents hoard 
ing, either by banks or individuals. Bank 
hoarding is not optional but is induced by 
the desire to have available funds to meet 
insipient runs. 


Increase in Circulation and Reduction of 
Discount Rates 

At November 1, 1929, the Federal Reserve 
Bank of New York initiated a full 1 per 
cent reduction in the discount rate from 6 
per cent to 5 per cent. There were seven 
successive reductions in discount rates there- 
after, each reduction being at the rate of 
Y% of 1 per cent. During September, 1931, 
additional currency requirements increased 
rapidly. For the week ended September 30th, 
Federal Reserve notes in circulation in- 
creased $82,000,000. The next week, October 
7th, they increased $185,000,000, and October 
14th, they increased $42,000,000. ‘The full 
significance of the situation is not portrayed 
by the preceding figures. 

The amount of free gold in the Federal 
Reserve System was reduced during the pe- 
riod, May to October, by approximately 
$350,000,000. Federal Reserve banks were 
required to inject substantial amounts of 
additional credit into the economic structure 
from the latter part of August on through 
October. This is evidenced by the number 
of bills purchased. Bills purchased in the 
open market increased, in fact, from $60,- 
000,000 to $730,000,000 at October 15th. 
Member banks likewise increased their bor- 
rowings by $320,000,000. Most of this in- 
crease came during October. 


The European “Flight from the Dollar’’ 

Strangely enough, European nations seized 
upon these developments, as well as the pre- 
vailing low discount rate, to agitate conver- 
sion of dollar balances into foreign bills, 
thereby causing a loss in gold of nearly 
700,000,000 since September 21st. A most 
amusing repercussion of this movement was 
a virtual panic in Warsaw, whereby the 
thrifty Pole, thinking that dollars were no 
longer safe and that zlotys were the acme of 
monetary perfection, was willing to pay a 
10 per cent premium to convert United States 
dollars into zlotys. In their state of mental 
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agitation, the fact that Polish currency ha4d 
been devaluated twice during the past eight 
years was apparently overlooked. This 
amusing incident is merely given to illustrate 
the extreme and unreasonable lengths to 
which ‘‘the people’ may go under stress. 

As a result of the preceding developments, 
the Federal Reserve Bank of New York in 
October increased the discount rate in two 
weeks \by successive advances of 1 per cent 
on each occasion. The only other time when 
two successive advances of 1 per cent each 
were made in the rediscount rate was dur- 
ing 1920. At this time nearly six months in- 
tervened between the two jumps. 


President Hoover’s Plan to Restore 


Confidence 
In order to overcome lack of public con- 
fidence and to reinstate our epicure’s appe- 


tite, President Hoover, in consultation with 
certain of our leading statesmen and par- 


ticularly in conference with our leading bank- 
ers, devised and announced on October 6th, 
plans for the formation of a National Credit 


Corporation. This corporation was organ- 
ized under the laws of Delaware and has 


twelve directors, one from each of the Fed- 
eral Reserve Districts. The capitalization 
of the corporation is $1,200, and it is designed 
primarily to aid and assist banks throughout 
the United States to utilize their resources 
so as to further the stabilization of financial 
and economic conditions and to enable banks 
better to serve their respective communities. 

Banks throughout the United States were 
requested to subscribe to debentures of the 
National Credit Corporation ($1,000,000,000 
authorized) at par in a principal amount 
equal to 2 per cent of their respective net 
demand and time deposits, but not to exceed 
10 per cent of their capital and surplus. Sub- 
seriptions are payable in installments, on 
call of the board of directors, when and as 
required. Debentures are to be issued from 
time to time to the principal amount of the 
installments paid. 

In order to make the support of the cor- 
poration available to banks in all parts of 
the country one or more associations of 
banks were set up in each Federal Reserve 
District. Each such group has its own loan 
committee, which passes upon the loans re- 
quested by any of its members and upon the 
security therefor. In general, the lending 
power of an association may not exceed that 
association’s total subscriptions, although ex- 
ceptions may be made. 


How the National Credit Corporation 
Functions 


To illustrate the manner in which a sub- 
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seribing bank may avail itself of the facili- 
ties of the corporation, let us assume that a 
given bank in the Second Federal Reserve 
District is experiencing substantial deposit 
withdrawals. Its balance sheet as of Sep- 
tember 29, 1931 showed assets and liabilities 
as shown on table below: 

Of the deposits $800,000 are demand de- 
posits. Half of the loans are adequately se- 
eured collateral loans which, of course, can- 
not be rediscounted. Twenty-five per cent of 
the “other securities” are readily marketable, 
but the remainder are issues, the security of 
which is not questioned, but for which there 
is no ready market. They are securities 
which the bank proposed to carry to matu- 
rity at the time of purchase. By the sale 
of all United States Government securities 
and $100,000 of its “other securities,’ the 
bank could raise approximately $250,000 in 
cash. Rediscounting might account for an- 
other $250,000. 

Despite this liquidity, should more than 
one-half of the deposits be withdrawn, the 
bank would probably be forced to close its 
doors, unless cash from some other source 
became available. In the ease of this bank, 
with its $300,000 of sound, but unliquid, se- 
curities, the function of the National Credit 
Corporation is clear. Although the bank had 
contributed only $20,000 to the corporation. 
it would be able to secure accommodation to 
the extent of about $300,000 on collaterally 
secured notes, an amount which would make 
it possible to pay off every dollar of its de- 
mand deposits. 

It is conceivable that long before the bank 
in question finds it necessary to avail itself 
of the machinery for securing cash on its 
sound, but unliquid, securities, the “run” will 
have stopped and a reverse flow commenced. 
In fact, assurance on the part of depositors 
that cash is available might even prevent un- 
warranted withdrawals at all. Should more 
than the first billion become necessary to 
assure the public, other plans were men- 
tioned by President Hoover at the October 
6th conference. At that time he said, “... 
if necessity requires, I will recommend the 
creation of a finance corporation similar in 
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character and purpose to the War Finance 
Corporation, with available funds for any 
legitimate call in support of credit.” 


Eligibility Provisions of Federal Reserve Act 

The President also indicated his intention 
to “propose to Congress that the eligibility 
provision of the Federal Reserve Act should 
be broadened in order to give greater liquid- 
ity to the assets of the banks and thus a 
greater assurance to the bankers in the 
granting of credits by enabling them to 
obtain legitimate accommodations on sound 
security in times of stress.” A liberalization 
of the eligibility rules under which the Fed- 
eral Reserve banks have been able to lend 
to member banks has been the objectives of a 
certain group of financiers for a number of 
years. Accordingly, they have seized upon 
this statement by the President as signifying 
the Administration’s desire for greater elig- 
ibility. 

Aside from the fact that the President has 
exercised great care to point out that the 
formation of the National Credit Corpora- 
tion, and the liberalization of the eligibility 
rules, are measures designed only to be 
used in emergency, a review of events of the 
last five years must convince one of the 
inherent dangers in making collaterally se- 
cured notes eligible for rediscount at Federal 
Reserve banks. 

A discussion of the operation of the Na- 
tional Credit Corporation, which is purely an 
emergency meaure, would scarcely be com- 
plete without mentioning briefly some of the 
causes which made it necessary. The policy 
of vaccinating the patient after he has be- 
come ill is, of course, less efficacious than 
that of anticipating the disease. 


Dangers of Investment Banking 
Attention has already been called to the 
distinct expansion in bank credit which was 
allowed to proceed during the years 1922- 


1929. This increase, resulting as it did in a 
general weakening of the bank structure, 


placed a premium on ability in bank man- 
agement. In fact, ability in bank manage- 
ment is quite as necessary as honesty. Our 
system of periodic bank examinations, wheth- 
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er federal or state, goes a long way toward 
balancing cash and assets, checking accounts 
of officers, and guarding against embezzle- 
ment. It is quite as easy, however, for a 
bank to lose $50,000 through depreciation in 
a $200,000 bond account, which has been 
poorly although honestly invested, as it is 
to lose an equivalent amount through pecu- 
lation. The purchasing of bonds for bank 
account requires more than average ability. 
This is especially true in an era when bank 
officers are besieged by a hoard of high- 
pressure security salesmen. 

Analyses of bonds purchased should go far 
beyond a cursory reading of the circular pre- 
pared by the issuing house. Banks should 
not become a repositary for ill-advised issues 
originated during a period of prosperity by 
investment banking houses using mass pro- 
duction methods. Our banking structure re- 
quires very definitely intelligent management 
of bank reserves and the benefit of conserva- 
tive security purchases. The public, in quest 
for inordinately high rates on its demand, as 
well as time deposits, should likewise be 
taught more about the economics of banking. 


Emphasizing Distinction Between Collateral 
and Commercial Loans 

Special attention might also be called to 
the economic nature of collateral loans as 
compared to commercial loans. This distine- 
tion is especially important at this time, since 
a substantial part of the expansion in bank 
credit during the period 1922-1929 was in 
the form of collateral loans. The granting 
of commercial loans is a true function of a 
commercial bank. Within moderate limits, 
the granting of collateral loans does not 
constitute bad banking. An unwarranted ex- 
pansion in collateral loans, however, carries 
grave dangers to the banking structure as a 
whole. This distinction between collateral 
and commercial loans has not been fully ap- 
preciated until the last year. Failure fully 
to appreciate the distinction between col- 
lateral and commercial loans during this pe- 
riod, however, was natural. Never before 
had this development in the commercial 
banking system been put to so severe a test. 

At first glance collateral loans appear 
liquid. Their effect on our banking struc- 
ture, however, is entirely different from a 
commerciaj loan. In the first place collat- 
eral loans cannot be discounted at Federal 
Reserve banks. Another distinction must 
also be made. The deposit resulting from a 
collateral loan is used to pay for securities. 
The seller in turn usually deposits his re- 
ceipts in a distant bank. Deposits, therefore, 
become divorced from borrowers. The maker 
of a collateral loan, furthermore, frequently 





has no intention of paying the loan at ma- 
turity, unless his securities advance in the 
meantime. If a sale takes place under this 
condition some other borrower probably bor- 
rows more heavily against the same collat- 
eral. Such loans are liquidated in the real 
sense of the word only out of savings, either 
present or past. Wholesale liquidation of 
collateral loans by banks may result in se- 
vere declines in stock prices. In fact, from 
the standpoint of customer good will it is 
usually impossible for banks to liquidate 
even the best of their collateral loans at 
times of emergency. In view of the lack of 
liquidity of collateral loans as a class, good 
bank management requires that secondary 
reserves be increased in size and liquidity as 
the proportion of collateral loans to commer 
cial loans increases. 

The emergency measures adopted at the 
suggestion of President Hoover are highly 
constructive. It is the duty of every intelli- 
gent man to point out the added strength 
given to our entire banking structure by 
these measures. Attention should also be 
directed to the folly of hoarding. This proc- 
ess simply applies the brakes to all trade 
and prolongs the depression. If anyone has 
justifiable apprehensions regarding the bank 
with which he is now doing business, he 
should transfer his funds to a strong insti- 
tution. If he wishes to hoard anything he 
should direct his attention to property, 
stocks, or bonds. By so doing, he is parting 
with dollars, which are likely to depreciate 
with a rise in prices, and is accumulating 
goods or securities which are likely to appre- 
ciate in terms of dollars. 

oo 


NO REVOLUTIONARY ACTION 
NECESSARY 

President Hoover in his message to Con- 
gress said: “Many vital changes and move- 
ments of vast proportions are taking place 
in the economic world. The effect of these 
changes upon the future cannot be seen 
clearly as yet. Of this, however, we are 
sure: our system, based upon the ideals of 
individual initiative and of equality of op- 
portunity, is not an artificial thing. Rather 
it is the outgrowth of the experience of 
America, and expresses the faith and spirit 
of our people. It has carried us in a cen- 
tury and a half to leadership of the economic 
world. 

“If our economic system does not match 
our highest expectations at all times, it does 
not require revolutionary action ‘to bring it 
into accord with any necessity that experi- 
ence may prove. It has successfully adjusted 
itself to changing conditions in the past. It 
will do so again.” 








cia ah easitleat een Bese 


ceeeeteetens OORPPHGCGR pet eeeeeeteeeetaee 


DELERDECDUPOTOTEPEEURE TEAR ee Reet a taeeeeeeeettecteereseceeneetens 


PUBLIC UTILITY SECURITIES FOR TRUST INVESTMENTS 


NOTABLE RECORD OF RESISTANCE TO BUSINESS DEPRESSION 


JAMES A. HOWE 
Assistant Vice-president, First National Old Colony Corporation, Boston and New York 


(Epitor’s NoTE: Jt is noteworthy that no class of corporate securities has made a 
better record of earnings during the past two years of business depression than the bonds 
and preferred shares of public utility corporations. This record of stability has served 
to direct increasing attention to the availability of this type of securities for investment 
of trust funds and as legal for institutional buying. The following article presents an 
interesting survey of the operating and earning status of leading utilities, based upon an 
exhaustive and up-to-date investigation. Public utility bonds totaling $2,152,054,000 now 
stand on the New York “legal list” representing an increase of $154,444,000 during the 


current year.) 


URING this and previous depressions 

the record of the public utilities has 

been notably satisfactory. No class of 
corporate securities has shown a better sus- 
tained coverage, has a better market, or 
seems otherwise more suitable for the in- 
vestment of trust or institutional funds than 
the bonds and preferred shares of the public 
utility companies. Of course, the particular 
requirements of any fund in question, and 
such factors as the principle of diversifica- 
tion should not be neglected. Nor should the 
investor of trust funds fail to give careful 
study to the particular public utility securi- 
ties to be bought for his conservative pur- 
poses, 

The term “public utility” is here taken to 
mean companies supplying electric, gas and 
telephone service. Under adverse conditions, 
the volume of their business has not shown 
the marked downward trend exhibited by the 
majority of other industries. This has been 
due to special characteristics. A large part 
of public utility revenue is derived from do- 
mestic users. Services to’ such customers are 
classed in economics as “consumers’ goods.” 
Records indicate that the demand for “con- 
sumers’ goods,” especially those which cost 
little and are used daily, has fluctuated much 
less than the demand for goods and services 
classed as “producers’ goods.” 


Factors Governing Electrical Industry 
The use of electricity by the heavy indus- 
tries has been subject to wide fluctuations. 
Contracts with such customers usually pro- 
vide for a minimum charge. This reduces 
variations in income and profits. The dis- 


tribution of electricity and telephone service 
is direct and immediate. Telephone service 
obviously cannot be stored by producer or 
consumer. <A negligible percentage of the 
electricity generated is kept in storage bat- 
teries. The amount of gas in holders and 
distribution systems is very small. There 
are, therefore, virtually no inventories of 
public utility services in the hands of pro- 
ducers, consumers or distributors. 

None of these industries seems to have 
reached the peak of the development of its 
markets. In the electrical industry, con- 
sumption by residential customers will be 
increased by the additional use of appliances 
of many kinds, including radios, refrigera- 
tors, vacuum cleaners, toasters, washing ma- 
chines, irons, hot water heaters, electric 
ranges, sun bowls, sun lamps, electric clocks 
and many other devices, no one of which can 
be said to have reached the limit of its ulti- 
mate market. Many homes are still un- 
served. Further farm electrification is in 
process. In industry, the use of electricity is 
not confined to power and light alone. It is 
used also in electrolysis and to supply heat. 

As fuels easily handled and capable of giv- 
ing a clean concentrated heat, natural and 
artificial gas do not appear to have reached 
the limit of their growth. Lower long dis- 
tance rates and more rapid long distance 
service have opened new markets for tele- 
phone communication. An increase in the 
number and use of telephones in the home 
and in business seems a logical expectation. 

In general, the demand for public utility 
services is far from saturated, even though 
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growth may be temporarily checked. This 
Seems to be strikingly true in the electric 
industry. Increasing new business has tended 
to offset temporary decreases in old indus- 
trial business during depressions. The in- 
crease in domestic sales of electricity this 
year, together with other new business of 
all kinds, has largely offset the decline in in- 
dustrial consumption, and in some cases has 
even more than offset it. 


Resistance of Utility Earnings to Depression 

The price of the services rendered by these 
industries moves only gradually. Conse- 
quently, money income has not shown a sharp 
drop in bad periods, and there have been no 


inventory losses. <A large statistical or- 
ganization has compiled the net income 
shown on apparently comparable interim 


statements of a large number of prominent 
companies. The relative net income for the 
first six months of each of the past three 
years is indicated by the following index 
numbers, taking 1930 as 100: 

313 Industrials 


OE roe or TT 144 
aid Sinisa od oo wiv k ate 100 
a re ee - 46 


18 Utilities (including American 
Telephone & Telegraph Co.) 
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PETE TEEN ECE TD 100 
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17 Utilities (excluding American 
Telephone & Telegraph Co.) 
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The unusual resistance of utility earnings 
to the depression is obvious. Gross earnings 
of the Class I railroads in September 1931 
were 25.19 per cent less than in September 
1930, and 38.2 per cent less than in Septem- 
ber 1929. Freight car loadings for four weeks 
in September 1931 averaged 21.9 per cent 
less than for four weeks in September 1930, 
and 36.0 per cent less than for four weeks 
in September 1929. 


Interesting Production Records and 
Comparisons 
The preliminary monthly index of the Fed- 
eral Reserve Board for industrial production 
in September 1931 adjusted for seasonal va- 
riation, was 76 per cent of the 1923-25 aver- 
age. It contrasted with a peak figure of 126 
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per cent in June 1929, and an average for 
the year 1929 of 119 per cent. The mean 
daily output of central electric generating 
stations as compiled by the United States 
Geological Survey averaged about 266,000,000 
kilowatt hours in 1929, the highest yearly av- 
erage on record. In 1930 it averaged 262,- 
800,000 kilowatt hours, a negligible decline. 
In August 1931, the daily average was 246,- 
000,000 kilowatt hours against 255,000,000 in 
August 1930, and 269,500,000 in August 1929. 
The decline from the very active August of 
1929 was only 8.7 per cent. 

Weekly output of electric light and power 
plants as compiled by the Electrical World 
shows the following results in millions of 
k.w.h. : 


Per cent Decline 


—from— 

Week Ended 1931 1930 1929 1930 1929 
September 19..1663 1722 1792 34 7.2 
September 26..1660 1714 1778 3.2 6.6 
Geteper &..... 1646 1711 1819 38 9.5 
October 10....1653 1724 1806 41 85 
October 17....1656 1729 1799 42 8.0 
October 24....1647 1747 1824 58 9.7 


Notwithstanding the fact that output of 
electricity in 1980 was slightly less than in 
1929, gross revenues received are estimated 
to have increased 3 per cent. This was due 
to the fact that sales to homes, which are in 
smaller units and consequently take a higher 
rate, actually increased considerably, while 
industrial consumption which bears lower 
rates, was off. On the basis of preliminary 
returns, the Electrical World estimates that 
gross revenues of the power and light indus- 
try in August 1931 were only 0.4 per cent un- 
der the figure ‘for August 1930. Between 
February and August, they estimate that the 
change never exceeded 1 per cent plus or 
minus. 


Showing by Gas Industries 


According to the American Gas <Associa- 
tion, the amount of manufactured gas sold 
to customers by 165 companies in August 
1931 was only 2.5 per cent less than in Au- 
gust 1930, and revenues were also off only 
25 per cent. For the eight months ended 
August 31, 1931, the amount of manufactured 
gas sold to customers by these companies was 
1.9 per cent less than during the eight months 
ended August 31, 1930, and revenue received 
was off 2.1 per cent. For the year 1930, the 
amount of manufactured gas sold to custo- 
mers was only 0.2 per cent less than in 1929, 
and revenues were only 0.4 per cent less. 

The production of natural gas in 1930, ac- 
cording to the Department of Commerce, was 
1.3 per cent greater than in 1929. The amount 
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of natural gas sold by 163 companies in Au- 
gust 1931 was 9.5 per cent less than in Au- 
gust 1930, and the revenue received was off 
9.1 per cent. For the eight months ended 
August 31, 1931, the amount of natural gas 
sold was 9.0 per cent less than in the eight 
months ended August 31, 1930, and the rey- 
enues were cff 6.1 per cent. The decline in 
sales and revenue in both periods was very 
small in the domestic department, and in the 
commercial department there was actually 
an increase for the eight months. The great- 
er decline in the total figures was accounted 
for by a relatively heavier reduction in the 
so-called “industrial” and “main line indus- 
trial’ business. 

A relatively smaller proportion of indus- 
trial load, accounts for the greater stability 
of manufactured gas sales. The price of 
natural gas for some purposes has declined. 
In both cases, however, declines in total sales 
and revenues from customers were small 
when comparison is made with other busi- 
nesses covered by indexes cited above. 


Earnings of Telephone Companies 


Gross earnings and the number of tele- 
phones of the Bell Telephone System showed 
small increases in 1930 over 1929. Net op- 
erating revenues were off only 1.95 per cent. 
During the first six months of 1931, the Bell 
System showed a negligible net loss in num- 
ber of telephones. Changes in gross and net 
earnings were small. 

The record of individual companies has 
shown some variation from tne average or 
combined results. In some cases, the record 
has been one of improvement in the balance 
available for the common stock, in spite of 
the severity of the depression, because the 
volume of business has grown or because op- 
erating expenses have been cut, or both. In 
other cases, there has been a decline some- 
what greater than that for the industry as a 
whole. Generally, this has been due to an 
unusual proportion of heavy industrial load 
or to increase in plant capacity and fixed 
charges thereon in preparation for an in- 
creased demand which has not yet fully ma- 
terialized because of the depression. 


Analysis of Financial Position of Utilities 

There have been very few cases of financial 
difficulties. Most of them have occurred in 
holding companies which assumed exception- 
ally heavy charges as a result of rapid ex- 
pansion and acquisitions, leaving them with 
an unusually narrow margin for their equi- 
ties. Small declines in actual operating earn- 
ings of subsidiaries in some cases eliminated 
or greatly reduced this margin. In others, 


it has been impossible, even in the absence 
of a decline in the balance for the equities, 
to sell additional securities in the prevailing 
unsettled market to meet maturities. These 
instances do not affect the fundamental situ- 
ation. In any large industry, there are likely 
to be instances of over-optimism and too- 
rapid expansion on borrowed money. The 
vast majority of the public utility companies 
are conservatively capitalized and earn their 
charges by liberal margins today. 

The balance of gross revenues left after 
paying charges on any security issue and all 
prior expenses and charges, gives some indi- 
cation of the extent of shrinkage in business 
which could be withstood by a utility with- 
out making the payment of interest or divi- 
dends on such issue inconvenient. An exam- 
ination of the statements of individual com- 
panies will reveal considerable differences 
in the percentages of gross revenue left after 
paying fixed charges or preferred dividends. 
But, in general, the balances indicate an un- 
usually wide margin of safety protecting the 
charges on bonds and preferred dividends, es- 
pecially when comparison is made with such 
small declines in gross revenues and in- 
creases in charges as have occurred so far 
during this depression. 


Availability of Public Utilities for Legal 
Investments 

The electric power and light industry in 
its present form is comparatively new. It 
has just been through a period of years of 
rapid consolidation of small local units into 
much larger companies serving wide areas. 
This development was the result of advances 
in the technology of the industry, calling for 
larger generating units, long transmission 
systems, and interconnection in the interest 
of more economical operation. As large com- 
panies were formed, public utility issues in- 
creased in size, and the market for them 
became very broad. 

The assistance of holding companies in 
their financial operations facilitated this 
process. A vast number of issues became 
suitable for investment of institutional funds. 
The proportion of the funds of large institu- 
tions invested in public utility securities 
greatly increased. It is perhaps a fair state- 
ment, that institutions whose investments are 
less influenced by legal restrictions were the 
first to buy heavily in the public utility field. 
Now they are very widely held, and their 
earnings record and market action have jus- 
tified the confidence of investors in them. 


Broadening of Legal Status 
The merits of public utility investments 
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have been recognized more slowly and less 
extensively by law in some of the principal 
states such as New York. However, the 
search for desirable investments and the par- 
ticular suitability of sound public utility se- 
curities for conservative investment have led 
gradually to a broadening of the laws of 
important states and have permitted greater 
investment in this field by savings banks and 
for trust funds. There are, however, still 
many conservative public utility investments 
which for some technical reason do not qual- 
ify under the generally strict laws of im- 
portant states. Many of these are of very 
high quality and are well suited to trust 
funds. If one were to venture to predict the 
future, he might with reason feel that the 
legal requirements with regard to utilities 
may be somewhat broadened in the future. 
Consolidation has resulted in better serv- 
ice. It has made available, reliable and 
cheap power and light to industries and 
homes located even in sparsely settled re- 
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gions. A marked reduction in rates has also 
occurred. The average rate per kilowatt 
hour for domestic service according to the 
National Electric Light Association was 6.04 
cents in 1930 and 8.3 cents in 1914, a decline 
of over 27 per cent. The average domestic 
rate has moved constantly downward since 
1890 in every year except 1918, when due to 
war conditions there was an increase of 
slightly over 10 per cent. But this was al- 
most immediately offset by reductions. There 
has been a further decline to 5.89 cents in 
August 1931. 

The index of wholesale prices of the Bu- 
reau of Labor is now about the same as in 
1914, and indexes of the cost of living are 
still considerably above the pre-war level. 
The above average domestic rates for elec- 
tricity have fallen far more than the indexes 
of wholesale commodity prices and cost of 
living. Other rates for electricity are also 
less than before the war. 


KIND WORDS FOR THE FEDERAL RESERVE SYSTEM 


Amidst criticisms as to the shortcomings 
of the Federal Reserve System and demand 
for revision, it is wise to bear in mind the 
fundamental purpose of the System, namely 
to supply adequate currency, which has been 
demonstrated in times of crisis, war and 
plenty. Shepard Morgan, vice-president of 
the Chase National Bank of New York dwells 
upon this invaluable element in the Federal 
Reserve System, as follows: 

“The Federal Reserve has passed through 
crisis after crisis; we have seen it in the 
vast emergencies of the War, we have seen 
the period of deflation immediately after the 
War, we have seen the period of immense 
expansion and speculation which came to its 
conclusion in the autumn of 1929, and we 
appear to be in more or less of a crisis now, 
when we are all wondering what the next 
stage is going to be. But whatever comes, 
we have no ground to fear that we will not 
have adequate currency. That fear that 
haunted us before 1914 simply cannot recur 
now. 

“We are now sure that we can have all 
the currency necessary to carry on the busi- 
ness of the United States. We know also 
that in the Federal Reserve banks is a vast 
fund of credit which can be mobilized for the 
relief of this country in case we need it and 
can even —and at this moment we see im- 


portant signs of it—be used for the relief of 
other countries finding themselves in ulti- 
mate crisis. All of this gives us a sense of 
great safety; a sense of satisfaction that we 
have this bulwark defending us in any emer- 
gency. 

“T do not mean to say thar the Federal 
Reserve bank is perfect, and I do not mean 
to say that the administrators of the Federal 
Reserve system have not made mistakes; 
they are human, and like the rest of us have 
made mistakes. We all may make mistakes, 
but we do not like to make the same mistake 
twice. It is from the analysis of the Federal 
Reserve system as a living thing that mis- 
takes in the law are to be corrected, that 
mistakes of administration are to be pre- 
vented, that the whole structure is to be im- 
proved.” 


According to an accounting filed by the 
Irving Trust Company of New York, as ex- 
ecutor and trustee, the estate of the late 
Artemus Ward, increased from $6,271,000 to 
$9,077,000 since his death in 1925. 

The newly organized Bank of Miami and 
Trust Company of Miami, Fla. recently opened 
for business. The new company will pay 
no interest on checking or thrift accounts 
and will have all its funds in cash or United 
States government bonds. 
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REMOVING MAJOR IMPEDIMENTS TO BUSINESS 
RECOVERY 


MOUNTING BURDENS OF PUBLIC DEBT AND TAXATION 


SILAS H. STRAWN 
President of the Chamber of Commerce of the United States, Washington, D. C. 


(Epitor’s Note: 


Mr. Strawn points to the mounting burdens of public debt and 


taration as constituting one of the great impediments to business recovery. In 1913 taxes 
required a contribution of one dollar out of every fifteen and a half dollars of national 
income and now that contribution has risen to the basis of one dollar for every nine dol- 


lars of national income with further burdens of taxation in prospect. 


It is emphasized 


that by far the largest percentage of tax increase arises from cost of state and local 
governments rather than federal cost of government.) 


UR unprecedented industrial prosper- 

ity, which culminated in the stock 

market debacle of October, 1929, and 
our concentration upon getting rich, caused 
us to ignore or neglect the fact that we were 
not only cultivating extravagant personal 
habits but that our demands for govern- 
mental service, both federal and local, were 
so reckless as to impose a burden of tazation 
which has become almost confiscatory. Dur- 


ing the past fifteen years national wealth and 


income have doubled. At the same time, 
state and local expenditures and taxes have 
increased four-fold. State and local debts 
have increased 7 times over. While agri- 
cultural land values have gone down, farm 
taxes have gone up. Taxes upon business 
have grown until, even prior to the depres- 
sion, the corporations of the country were 
paying 30 cents in taxes out of every dollar 
of net profits. 

According to the figures furnished by the 
National Industrial Conference Board, the 
total expenditures, federal, state and local, 
for the year 1913, were about 3 billions of 
dollars, and apparently for 1930, 13 billions 
500 millions is an approximate figure. The 
public debt of the Federal Government in 
1922 was about 23 billions and of the state 
and local governments, 7 billions. In 1928 
the total federal debt had fallen to about 
17% billions, while the state and local debts 
had increased to 12 billions 600 millions. 
The deficit in the federal treasury for the 
fiscal year ending June 30, 1981 was $905,- 
000,000 and it is estimated will be from $1,- 
500,000,000 ito $2,000,000,000 for the year 
1931-32. 

The ratio of taxes to national income in 
1913 was 6.4 per cent and in 1929, 11.6 per 


cent, and the ratio of expenditures to in- 
come in 1913 was 8.5 per cent and in 1929, 
15.0 per cent. In other words, in 1913, taxes 
required a contribution of one dollar out of 
every 15% dollars of the total national in- 
come, and now that contribution has risen 
to the basis of 1 dollar taxes for every nine 
dollars of national income. 


It will be observed that the demands of 
state and local governments have been much 
more extravagant than has the cost of the 
Federal Government. We are attempting to 
bring to the serious consideration of our 
people whether the time has not come when 
the taxpayer must have more concern about 
the manner in which his rapidly increasing 
tax contribution to the cost of government is 
spent. 

The burden of taxation, federal, state and 
local is now so great compared with the 
ability of our people to pay, that it consti- 
tutes one of the great impediments to busi- 
ness recovery. 


Why Not Tax the Rich? 

We are hearing many reckless statements 
to the effect that the real trouble with our 
country is an unequal distribution of wealth. 
That argument has an appeal to the unthink- 
ing, especially if they happen to be hard up. 
Since the dawn of creation possessions have 
not been divided equally on a numerical 
basis and the complaint has been that -that 
is unfair. No one has yet. been able tg de- 
vise a plan for the equal distribution of the 
world’s goods or for keeping them evenly 
divided, though they were once so dis- 
tributed. It is idle to argue that the divis- 
ion of wealth and income is exactly what it 
should be, even in our own country, and it 
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is undeniable that there is no other country 
where the world’s goods are so widely spread. 

It is true that all fortunes are not justly 
acquired or wisely used. In this country, 
more than anywhere else in the world, are 
the opportunities present to accumulate a 
fortune and, consequently, there are here 
the greatest incentives to progress. Outside 
of Russia, the nations of the world are not 
yet willing to admit that the people as a 
whole would be better off if everyone were 
kept to a dead level of equality and even 
Russia has not proven that if the condition 
obtains temporarily it will last forever. 
Therefore, I say that the talk about the 
wrongful distribution of wealth gets no- 
where. Yet, harangues on that subject find 
receptive ears in these times when we are 
casting about for nostrums to cure our 
troubles. 


Maintaining Stability of Our Institutions 

For my part, I prefer to align myself with 
those who are working for the maintenance 
of our government, the stability of our in- 
stitutions and the improvement of our ma- 
terial welfare rather than with those who 
are complaining about it. The final test is 
whether we of this country are enjoying 
higher wages, better homes, better schools, 
better churches, more and better amusements, 
better food, better clothing and more and 
better of everything that goes to make us 
healthy and happy than are the people of 
any other nation. No one can deny that we 
are. 

Just now we hear two principal views on 
the subject of taxation. First, that we can 
avert a deficit by means of retrenchment in 
federal expenditures, despite the fact that 
60 per cent of the government’s expenditures 
represent fixed costs and that economies in 
the remaining 40 per cent cannot possibly 
offset the present loss of revenue. The other 
view is that we should increase taxes and 
that it would be possible for the government 
to balance its budget merely by compelling 
a comparatively small number of wealthy 
people to pay higher taxes. In other words, 
“soak the rich’ by doubling surtax rates or 
even restoring them to their war time level. 
The so-called rich should and will bear their 
proportionate share of the burden when 
taxes are increased but it is folly to assert 
that the difficult problems which the govern- 
ment now faces can be solved by simply in- 
creasing the surtax rates. 


Meeting Government Deficits 
During the first three months of the cal- 
endar fiscal year commencing July Ist, re- 





ceipts from income taxes have been 43.5 per 
cent below those for the same period of 1930. 
If this continues, and I believe it will grow 
worse, receipts from individual income taxes, 
which amounted last year to $731,000,000 
will amount this year to $413,000,000. On 
the basis of the returns during recent years, 
60 per cent of this sum, or $248,000,000, will 
be paid by the wealthier taxpayers in the 
higher brackets, that is to suy, those with 
incomes above $100,000. 

Therefore, if the present rates of the 
higher brackets were multiplied by three in 
order to restore them to the highest peak 
of war time taxation, we would have an in- 
creased revenue of about $500,000,000, which 
is less than one-third of the indicated deficit 
during the present fiscal year. Thus, it is ob- 
vious that this method of meeting the deficit 
is impossible, regardless of the question as 
to whether it is wise to place so large a bur- 
den on productive capital, in view of the 
present needs of industrial expansion. 


Conserving Natural Resources 

For some time, especially during the past 
two years, the competition in the exhaustion 
of our natural resources has not only pre- 
cluded the gaining of much profit from those 
industries, but has almost worked their de- 
struction. Due to the restrictions of the 
Sherman Act, our 40-year old anti-trust law, 
owners of some of our natural resources, 
such as oil, coal and lumber, are prohibited 
from entering into agreements to conserve 
those resources for the future use of the 
public. The result has been a vast waste. 
A Committee of the Chamber of Commerce of 
the United States has recommended the cre- 
ation of a tribunal consisting of government 
officials familiar with natural resources and 
industries which shall be authorized to find 
when over-production on a scale injurious to 
the public interest exists, or is threatened, in 
any of the products of the mines or forests; 
and upon such finding the producers shall be 
authorized, with the approval of the tribunal, 
to enter into an agreement to curtail to a 
reasonable extent the production of such 
products entering interstate commerce; such 
agreement to be terminated upon the order of 
the tribunal when, in its judgment, the con- 
dition of injurious over-production no longer 
exists or if the agreement is being abused. 
The question of the adoption of the recom- 
medation of the committee has been submit- 
ted to the members of the Chamber for ap- 
proval on a referendum vote. 


Continuity of Business and Employment 
With the possible exception of agriculture, 
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the subject which seems to demand our most 
immediate and vital consideration is that of 
the continuity of business and employment. 
That committee has submitted a very com- 
prehensive report which is the result of the 
consideration they have been giving the sub- 
ject since last February. Many suggestions 


are made as to what can be done to relieve 
unemployment immediately and permanently. 


A national economic council is suggested 
which shall evolve plans to anticipate the 
recurrence of those cycles of depressions. 
Serious consideration was given to the sub- 
ject of unemployment insurance. The com- 
mitte points out the difference between bene- 
fits and insurance and the disaster that has 
come to Great Britain and Germany by con- 
fusing benefits with unemployment insur- 
ance. 

The committee defines insurance as being 
“that agency which protects an individual 
against loss by the payment of some definite 
agreed sum of money out of a systematically 
accumulated fund previously collected from 
or on account of a group of persons of which 
such individual was a member. The contin- 
gency for which the individual is protected 
may be one which, so far as he is concerned, 
may never occur at all (such as fire, acci- 
dent, or even sickness), or may be one which 
is bound to occur at some time, but of which 
time of occurrence is unknown (such as 
death).” 


Setting Up Reserve for Employees 

There are perhaps in this country 500,000 
men who never had a job and who never 
want one. Obviously, therefore, they are not 
the subject of unemployment insurance be- 
cause they have lost nothing when they are 
out of a job. That is their normal status. 
They may, and probably will be during the 
coming winter, the recipients of benefits be- 
cause they are a charge upon society, but it 
is a misnomer to call those benefits unem- 
ployment insurance. The committee does not 
think federal or state unemployment insur- 
ance is wise or practicable but it recommends 
that every industry set aside a reserve for 
the benefit of its employees in depressed 
times or when out of work. 

Another recommendation of our committee 
is that the anti-trust laws should be so modi- 
fied as to make clear that the laws permit 
agreements increasing the possibilities of 
keeping production related to consumption. 
That the anti-trust laws should include pro- 
visions for governmental supervision in order 
that agreements which are not in the public 
interest in stabilization of business operation 
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and employment may be nullified. Further, 
that businesses desiring to combine should 
have opportunity to ascertain from a suit- 
able government authority whether or not the 
proposed combination will be in giolation of 
the anti-trust laws. 


Restoring Confidence 

Today nations and individuats all over the 
world are in a state of nervous hysteria. 
Governments are apprehensive not only about 
their ability to balance their budgets, but, 
in some cases, about their stability. Busi- 
ness is stagnated and business men are fear- 
ful lest they may be unable to pay their 
debts. The banks have plenty of money but 
those to whom they are willing to loan it do 
not dare to borrow, because they are unable 
to estimate when their business will resume 
its normal volume. 


What is most needed is the restoration of 
confidence. Why should we not have this 
confidence? We have had at least 17 of 
these cycles of depression in the last 120 
years. The depression of 1837 was, in many 
respects, much worse than this and lasted 
five years. Then there were the depressions 
of 1857, 1873, 1893, 1907, 1914 and 1921. We 
came out of all of those valleys and went on 
to a higher and greater prosperity than ever 
before. 


While I would not minimize present con- 
ditions, I feel very strongly that we are em- 
phasizing too much the evil factors and that 
we are overlooking the great natural re- 
sources of our country and the splendid cour- 
age and enterprise of our people. Many of 
your ancestors endured and overcame hard- 
ships and reverses much greater than any of 
us ever will experience. ‘Therefore, I say, let 
us awaken in ourselves the latent spirit of 
our forefathers. Let us have an abiding con- 
fidence in the fundamental soundness of our 
American institutions, in the enduring prin- 
ciples of our government. Let those who are 
complaining about their lot here, go to some 
other country, any other country, and see 
how much better off we are than the people 
of any other nation on earth. Let us cease 
to whine about the depression and devote 
ourselves to the diligent performance of our 
daily duties, confident that the day is not far 
off when the sun will again begin to cast its 
warm rays upon a happy and prosperous 
people. 

2, o, 
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“How to Judge Common Stocks for Profit” 
is the title of a handbook written by John H. 
Williams and published by the Williams 
Handbook Incorporated of Brooklyn, N. Y. 
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City Bank Farmers 
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Conducting only a trust business 

- -..- the care and management 

of the property of its clients 
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MODERN METHODS OF CONTROL AND OPERATION IN 
HANDLING SECURITIES IN THE TRUST DEPARTMENT 


(Eprror’s Note: This is the second and closing installment of an article by Mr. Wyatt 


SETTING UP AND MAINTAINING ACCOUNT AND PROPERTY RECORDS 


EUGENE C. WYATT 
The Chase National Bank of the City of New York 


in which he discusses fundamentals and the setting up of adequate accounting and control 
records for the handling of securities in the trust department, with special reference to 
safekeeping and custodianship accounts. In the first installment, which appeared in the 
October, 1951 issue, Mr. Wyatt places due emphasis upon adequacy of records, particularly 
in relation to the control of entries resulting from temporary movement of securities. 
In the following article the author describes the actual methods of recording and con- 
trolling securities through various operations.) 


HE fundamental “Adequacy of Record’ 

was emphasized in the preceding article 

because of its vital importance to the 
general activities of a security department. 
It is hard to specify any security function 
that does not, in some way, depend upon the 
departmental records for proper execution. 
The accuracy of these records is, therefore, 
of paramount importance to the life of the 
department, and most institutions, being cog- 
nizant of this, make every effort, insofar as 
customers’ account records are concerned, to 
maintain them as efficiently as possible. 

There are, however, certain practices that 
tend to restrict the effectiveness of any meth- 
od of recording securities in customers’ ac- 
counts. Too little consideration is given to 
the control of entries resulting from the tem- 
porary movement of securities. As a rule, 
entries of this type are made from tem- 
porary withdrawal tickets and in memoran- 
dum form only. Naturally, the accuracy of 
their control is questionable. Similarly, no- 
tations are frequently made on account rec- 
ords to indicate that the securities are sub- 
ject to special treatment, which notations 
are under no control whatsoever. 

For example, when securities in an account 
are pledged as collateral to a loan and the 
securities themselves are not withdrawn and 
delivered to the loaning department, it is 
customary to earmark the account and the 
securities in the vault so that all future ac- 
tivity of the pledged securities will be gov- 
erned by the restrictions that their retention 
as collateral automatically places upon them. 
No tickets are prepared and accordingly no 
controlled bookkeeping entries are made. 
Here again there is no positive assurance of 


proper recording. If absolute proof is de- 
manded for actual deposits in and withdraw- 
als from the vault, it is felt that from a true 
accounting standpoint movements to and 
from temporary locations should be subject 
to the same rule. 


Ascertaining Immediate Location of Securities 


It is extremely desirable, when consulting 
a customer’s security account, not only to ob- 
tain the exact amounts of the issues he holds, 
with corresponding description in respect to 
certificate numbers, registration, negotiabil- 
ity, etc., but to be able to ascertain their im- 
mediate location as well. When looking up 
orders to sell securities, it is essential that 
the clerk know their whereabouts, for, if the 
certificates to be sold are out for transfer, 
he must determine just what the transfer 
instructions are, and whether upon the re- 
turn of the certificates from transfer they 
may be put in deliverable form. He must 
also know the approximate cate the certifi- 
cates will be returned from transfer before 
entering an order to sell. 


When orders are received to sell securities 
pledged as collateral to loans, the authority 
of the loaning department must be obtained, 
either for the reduction or substitution of 
collateral held, or for the proper application 
of funds received from the proceeds of sale. 
These and various other contingencies tend to 
make the matter of recording security loca- 
tions important, and from a practical view- 
point it does not seem possible that a memo- 
randum entry in a temporary withdrawal 
column of an individual ledger sheet, or any 
memorandum notation on a ledger sheet, can 
produce the desired degree of accuracy. 






































716 


Securities Control Medium 

The detailed medium that vriginates the 
controls for securities should be located in 
the security cage, and as close as possible 
to the inception of transactions. (It is quite 
practical and very desirable to originate the 
controls for securities upon the receipt of 
authorized instructions to receive or deliver. 
An arrangement of this sort, providing con- 
trols for “Securities to be Received” and 
“Securities to be Delivered” from which the 
totals of the executed transactions for the 
day in their proper classifications are sub- 
tracted, will give an automatic control of the 
“Fail to Receive’ and “Fail to Deliver” 
items. However, if the volume of business 
is not sufficient to warrant the utilization of 
machinery that makes a control of this type 
possible, entries can be made on a detailed 
handwritten blotter at the time the security 
transactions are executed.) By making the 
posting of account records subject to the 
classified figures of this controlling medium 
it is quite possible to record securities prop- 
erly in the customers’ accounts and at the 
same time indicate clearly their physical 
location. 

Double-Entry Method of Recording Security 
Entries 

The exhibit shown exemplifies the double- 
entry method of recording typical security 
entries in a customer’s account. 

The foregoing example is perhaps in need 
of detailed explanation, so let us, therefore, 
review each entry individually. It should 
first be understood that this ledger card lists 
only the entries affecting the issue designated 
at the top of the card. If John Jones had 
twenty different issues in his account there 
would be twenty individual security cards 
used to record them. In the column at the 
extreme right of the ledger card, under the 
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LEDGER CARD ILLUSTRATING THE DOUBLE ENTRY METHOD OF RECORDING TYPICAL SECURITY 
ENTRIES IN A CUSTOMER’S ACCOUNT 





caption “Symbol,” you will find the key to 
the security locations, 

The entry on line 1 denotes a deposit of 
500 shares of stock which were immediately 
sent for transfer. You wil) note first that 
the deposit has been properly entered in the 
“Received” and “Balance” columns of the 
ledger card. The “Transfer” location in 
which the certificates have been deposited 
is designated by the symbol (TI) and also 
by an entry in the temporary column of the 
ledger card. For your information, the en- 
tries in the date, temporary, received, and 
symbol columns are made simultaneously. 

Line 2 of the ledger cards shows by the 
symbol (Tr V) that the stock has been re- 
ceived from transfer and deposited in the 
vault. This is purely a change of the physi- 
cal location of the certificates and in no way 
affects the balance in the customer’s ac- 
count. It is only necessary to record entries 
of this type in the temporary column. You 
will recall that we previously discussed 
at length the provisions made in the forms 
used to originate security transactions for 
their ultimate disposal either by withdrawal 
from the account or by deposit in the per- 
manent location “Vault.” This arrangement 
lends a distinct advantage to security record- 
ing, for transactions are identified on the 
ledger cards from inception to completion by 
the same reference number. 


Securities Released from ‘‘Pledged’’ Location 

Although the entry on line 3 is purely a 
switch of the securities from one location to 
another it is, nevertheless, an original trans- 
action because it necessitates official authori- 
zation for the removal of securities from the 
permanent location “Vault.” The balance in 
the account is in no way affected and, there- 
fore, the recording is made in the temporary 
column only. 
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The next entry shows the securities being 
released from the “pledged” location and re- 
turned to the vault. Here again the balance 
of the account is not affected, and therefore 
the recording in the temporary column is 
sufficient description of the entry. It might 
be well to add at this point that the vault 
action at the time securities are pledged as 
eollateral to a loan consists of a physical 
transfer of the securities from the account 
folders to a special safe for pledged securi- 
ties. Upon release from their retention as 
collateral they are removed from the special 
safe and replaced in the account folder. 

The entry on line 5 indicates that the cer- 
tificates have been withdrawn from the vault 
to the transfer location—let us assume for 
the purpose of redemption. Except for the 
difference in location this entry is identical 
to the one on line 3. Line 6 shows how the 
security transaction is completed when re- 
demption funds are received, the securities 
being delivered from the account directly 
from the transfer location. Recording in 
the temporary and delivered columns is ef- 
fected simultaneously and, of course, the bal- 
ance in the account closed out. 

As the posting of security records pro- 
gresses the amounts in the various classi- 
fications are automatically accrued and upon 
completion of the day’s work the resulting 
totals are reconciled individually with the 
predetermined totals set up on the control- 
ling medium in the security cage. A recon- 
cilement of this type is an assurance of cor- 
rect recording, not only of the fluctuations of 
the gross security holdings but of the actual 
security locations as well. 


Supporting Detail of Security Entries 

You have perhaps noticed that except for 
the account name and issue the ledger card 
contains no descriptive matter whatever. The 
problem of maintaining security records in 
detail is quite discouraging, for the actual 
work involved in transcribing and checking 
bond numbers, registrations, ete., is tremen- 
dous. Some institutions overcome this con- 
tingency by posting in the ledgers only the 
reference numbers of the posting media. The 
posting tickets are then filed numerically and 
serve as ready reference when necessary, An 
arrangement of this sort, while practical and 
justifiable, at the same time places an added 
burden on the vault because reference must 
be made to the actual securities when it is 
necessary to check for called bonds or when- 
ever a question arises concerning the regis- 
tration, endorsement or deliverability of 
stocks and registered bonds. 

The supporting detail of security entries 


may be maintained by filing the posting tick- 
ets immediately behind the ledger cards. In 
this position they are in no way vital to the 
accounting accuracy of the record, for their 
purpose is purely of a descriptive nature. 
Inasmuch as the information they contain 
has been compiled in the security cage from 
original instructions and the actual certifi- 
cates, they should be more accurate than a 
descriptive record maintained by transcrip- 
tion methods. The information supplied is 
in reality a copy of the advice sent to cus- 
tomer or trust administrator, and contains 
in addition to the ordinary descriptive data 
the details of any funds received or dis- 
bursed in connection with security move- 
ments involving cash. The reason for a 
security being in a temporary location is also 
given, for the posting ticket is required to 
list this information. 


Property Record or Securities Index Record 

Increased activity in the security field has 
brought about the necessity for another basic 
record in security departments. The Prop- 
erty Record, or Securities Index Record, as 
it is often called, usually segregates the is- 
sues on deposit into bonds and stocks and 
provides for an alphabetic arrangement of 
these by security title. 


A few years ago the property record was 
ordinarily maintained on master cards—that 
is, each card was headed up with the title of 
the security it represented, and below, ver- 
tically arranged in the best possible alpha- 
betic order, were listed the accounts holding 
that particular issue. The cards were posted 
in pen and ink from the account bookkeepers’ 
posting media after they had been recorded 
in the account records. Succeeding develop- 
ments provided individual cards for each 
holder, the details of preparation being ex- 
ecuted by machines designed to prepare 
forms for income credits as well. 


Some installations provide separate posting 
tickets for the property records, but it is still 
quite customary to have property cards pre- 
pared by machine from the account book- 
keepers’ posting tickets. The latter method 
is helpful in that it permits the account 
bookkeepers to make notations on the posting 
tickets relative to balances held, that serve 
as a guide to the machine operator when 
preparing the corresponding property cards. 
Even if it were possible to overcome the 
physical impossibility of preparing and filing 
individual cards at a sufficient speed to keep 
the entire property record in accord at all 
times with the account record, one would 
still be confronted with the impossibility 













































of controlling a system of this type, because 
there is absolutely no guarantee that the 
correct number of cards have been prepared 
or that those prepared have been correctly 
filed. As a result of the practice of sub- 
stituting new cards for the old ones which 
are destroyed when daily transactions cause 
an increase or decrease in the balances of 
individual holdings in the property records, 
the chronological sequence of the entire rec- 
ord is lost to the department. 


Setting Up a Controlled Property Record 


If the basic principal of the property rec- 
ord is to set up by security title the invento- 
ries of the entire customers’ security account 
system, it would seem only natural to have it 
adhere to the same controls that govern the 
account records. Little difficulty should be 
experienced in setting up a controlled prop- 
erty record. On the account record side the 
gross amount of securities held by the de- 
partment is divided into individual controls 
for each customer’s account. Behind these 
control accounts, in alphabetical order, are 
filed the supporting ledger cards that denote 
the security issues each customer holds. The 
total of the subsidiary cards in any one ac- 
count must equal the balance shown on its 
relative account control. On the property 
side the gross amount of securities held by 
the department is divided into individual 
controls for each security issue held. Behind 
these control cards, arranged in alphabetical 
order, are filed the ledger cards that indicate 
the customers holding the issues. Here, too, 
the total of subsidiary ledger cards in a par- 
ticular issue account must equal the corre- 
sponding control. 

When account and property systems are 
in proof it is essential that they be kept in 
daily balance. The forms used to originate 
security transactions should contain separate 
posting tickets for each record so that no 
delay will result from double handling of 
tickets for posting purposes. 


Advantages of Controled Property Record 


A controlled property record offers sev- 
eral advantages to the department, There 
can be no doubt in a clerk’s mind when re- 
ferring to this record for holders of security 
issues because the individual control ac- 
counts clearly state the amounts that must 
be accounted for, Transactions are recorded 
in their chronological sequence, thus making 
it possible to ascertain the status of a par- 
ticular issue at any previous date. A dis- 
tinct advantage lies in the fact that the ex- 
act number of shares of stock issues held 
“an be determined on dividend record dates, 
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and by preparing in advance credit tickets 
directly from the property record itself it 
is possible to eliminate the adjustments that 
ordinarily result from systems that prepare 
credit tickets for dividends independently 
and without adherence to the property record 
or dividend record dates. 

If the department is willing to undertake 
the sorting by issue of coupons clipped from 
bonds on deposit it will be found that the 
dollar amount of coupons to be collected can 
readily be proven with the par amount of 
bonds reflected on the property control cards. 
When the coupons are sorted down by issue 
and the proof made with the property record 
controlling accounts the coupons themselves 
can be examined for called bond numbers. 

This check of called bonds affords the 
same degree of accuracy as an actual exami- 
nation of the securities in the vault. While 
the general conception may be that the sort- 
ing of coupons by issue is purely a function 
of the collection department, it must be 
recognized that regardless of where they are 
broken down there is no added burden to 
the bank as a whole. Another point of ad- 
vantage that is also connected with the re- 
concilement of coupons collected with the 
property accounts is found in the form of a 
progressive semi-annual audit of the bond 
accounts in the property record. 


Adapting Mechanical Device to the Control 
Problem 

If the system outlined for the account rec- 
ords is used to maintain the property records, 
it is possible to eliminate all subsidiary reec- 
ords pertaining to the registration of stock 
in the name of an institution’s nominees. The 
posting tickets always indicate the current 
registration of certificates of stock, and an 
analysis of the property record accounts on 
dividend record date not only proves the 
number of shares on which dividends are to 
be received, but also furnishes proper data 
for their immediate assemblage into groups 
classified as to registration. The form used 
to analyze stock accounts can be set up simi- 
lar to an ordinary Boston Ledger, with 
spaces so arranged as to make it continuous. 
After the first analysis is set up it is a simple 
matter, on successive record dates, to extend 
balances properly, and by so doing dispense 
with the recording for nominee purposes of 
all activity affecting stock accounts during 
the intervals between record dates. The divi- 
dend analysis record will also substantiate 
governmental reports concerning the dis- 


















eat 


we Se 



















SR TPM D> oa te 


BR a Lb eel thle te Ms 





eT POTS OR DIR 


iS a Te tee 3 Shas 


OF SRE SALA RED DERG 


TRUST COMPANIES 719 


bursement of funds realized from the receipt 
of dividends in the names of an institution’s 
nominees. 

The account and property records are the 
essential security records of the department. 
They are equally important because the prin- 
ciples: underlying both are based on well de- 
fined liabilities of trust and safekeeping busi- 
ness. Of recent years many of us have be- 
come intensely interested in various mechani- 
cal devices in an effort to solve the problems 
incident to the proper and adequate mainte- 
nance of these records. However, the ten- 


dency has only too frequently appeared to 
adapt the problem to the device rather than 
the device to the problem. Manufacturers of 
machine equipment do not pretend to have 
the correct solution of the problem as a 
whole; they naturally promote their own 
products which are only patented mechani- 
cal devices designed to function in a precise 
manner. Let us not lose sight of the fact 
that we must first establish our departments 
on sound principles, and only after this is 
done are we in a position to adopt specific 
machines for particular purposes, 


ECONOMY OF MECHANICS IN TRUST DEPARTMENT OPERATION 


Discussing the subject of “Pitfalls and 
Problems Confronting the Young Trust De- 
partment,” Stanley S. Zimmerman, assistant 
trust officer of the Harrisburg Trust Com- 
pany of Harrisburg, Pa., said in part before 
the recent trust conference of the Pennsyl- 
vania Bankers Association : 

“The two main functions of trust depart- 
ments are the conservation of the assets of 
others and the making of profits for our- 
selves. As we accomplish these two main 
purposes we justify our own claim to exist- 
ence. To employ a familiar legal phrase, 
‘time is of the essence of our contract,’ for 
time is the only thing we have to contribute 
toward the accomplishment of our tasks. 
Many of my hearers are in constant search 
of those particular forms, processes and 
mechanical devices that are calculated to 
reduce the time required in any and every 
operation, no matter how trivial it may 
seem. To such of you my remarks are not 
addressed, but rather to those who have 
grown up in an older school, who have be- 
come so attached to an ancient practice, who 
are so prone to discount a new idea, that 
they completely lose sight of the importance 
of short-cuts that not only produce better 
records but at the same time eliminate cost- 
ly duplications. 

“Why, for instance, should the time of a 
stenographer be employed in the humdrum 
of addressing hundreds of envelopes for the 
cireularization each month of the company’s 
prospect list, when the actual working time 
of performing the same task by the use of 
a mechanical addressing machine could be 
cut 75 per cent? Why should a typewritten 
letter be sent out to every mortgagee whose 
insurance is to be renewed, when a printed 
form, properly designed, will answer the 


same purpose? Why should not all interest 
bills be in such form that when paid they 
can be receipted with a rubber stamp and 
initialed by the person who has waited upon 
the customer. 

“And why, in the name of common sense 
and sound business practice, do not trust offi- 
cers rise to the possibilities of multiple-copy, 
loose-leaf, time-saving machine bookkeeping, 
which has to recommend it not only greater 
accuracy than the old-time hand method, but, 
what is still more important, the fact that 
instantly upon the closing of a particular ac- 
count complete copies are available to all 
beneficiaries who are entitled to receive peri- 
odie statements. The independent prepara- 
tion of the statement under the older method 
might take hours of valuable time from a 
typist and would most certainly require the 
close attention of an administrative officer to 
inspect it. 

“Surely it is time for many trust depart- 
ments and their officers to do some con- 
structive thinking along lines of economical 
management, to throw into the discard all 
wasteful methods and practices, to replace 
worn-out machinery with new equipment 
wherever it can be done with profit. We 
assume to be able to advise many other peo- 
ple how to operate their business, where to 
institute economies, how to save expense; 
but are we fair with our employees, suffi- 
ciently helpful to our customers and candid- 
ly honest with our stockholders when we 
muddle along with the tools and methods of 
a past generation?’ 


Gilbert S. Cowan, president of Andrew 
Cowan & Company, has been elected vice- 
president of the United States Trust Com- 
pany of Louisville, Ky. 
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A DEPRESSION-PROOF DEPARTMENT 


REMARKABLE EXHIBIT OF GAINS IN NEW TRUST 
BUSINESS DURING 1931 


ALBERT JOURNEAY 
Vice-president, The Purse Company 


(EpiTor’s NoTE: Herewith are submitted some most interesting exhibits from trust 
companies which testify that the skillfully conducted trust departments of the country 
have not only maintained but have actually exceeded their previous records for increased 
trust business as well as revenues during the current year. These records affrm the state- 
ment that “trust business represents the one brightest spot in the whole American busi- 


ness situation.” The reason is obvious. 


It is in times like the present that competent 


and experienced trust service acquires its true status and recognition. ) 


N these days when banks are eagerly seek- 

ing sound sources of revenue, the trust 

department comes into new importance. 
Like the ugly duckling, it has turned into 
a magnificent swan. 

In this period of negative thinking, there 
are some who may disagree with me when I 
say that trust business is, in many ways, 
sasier to secure today than at any time 
since trust companies have existed. There 
are only two major hurdles to pass that have 
not always been with us—shrunken estates 
and men’s pride, which causes them to hesi- 
tate in discussing their estate plans as this 
may involve disclosing their losses. 


Need for Fiduciary Protection Greater 
Than Ever 

Against these, many skilled trust officials 
give testimony, in no uncertain manner, to 
the factors on the other side. They point 
out that the corporate fiduciary came into 
being because of a definite need and that 
need is greater today than it ever was. They 
point out that living trusts are growing in 
popularity because of the average investor’s 
recognition of his inability to cope with the 
intricacies of modern investment problems. 
They point to the shrinkage in the average 
man’s capital and the realization on his part 
that skilled handling will be necessary if it 
is to suffice for the support of his family. 
They point to the inevitable increase in taxa- 
tion, and the necessity of a sound estate plan 
that will take advantage of every legitimate 
reduction that is available. They point to 
the wider knowledge on the part of the 
public of the services offered by trust com- 
panies. They point to the greatly increased 
efficiency of the trust company, both manage- 
ment and as to development. 


Among trust officials are many who, with 
the strength of their convictions, have taken 
advantage of this period to gather the rip- - 
ened harvest. They have attacked boldly 
and met with unvarying success. To the 
trust official in a sound bank, the outcome of 
his efforts is a foregone conclusion. As Mark 
Twain, with his characteristic genius, ex- 
pressed it—he can proceed with “the cool, 
calm, confidence ot a Christian, holding four 
aces.” 


Growth of Trust Business 

The Trust Division of the American Bank- 
ers Association is authority for the follow- 
ing statistics indicating the constant growth 
of trust business in the hands of corporate 
fiduciaries. 
Amount of 
Ins. in Trust 


No. of 
Appointments 
5,899 
7,878 
12,926 
19,128 
29,814 
44,375 


Year 
1923 
1924 
1925 
1926 
1927 
1928 


257,000,000 
700,000,000 
1929 36,193 1,200,000,000 
1930 48,812 1,560,000,000 

These figures are based on a questionnaire 
sent out annually by the Division. They rep- 
resent the reports from about 25 per cent 
of the membership and are, therefore, of 
sufficient number to make them a _ proper 
gauge of the growth of trust business. 

Let us add a few specific examples which 
come from acknowledged leaders in the trust 
field in the different sections of the United 
States. These reports, which have crossed 
the writer’s desk in the past few days, indi- 
cate that 1931 has been an excellent trust 
year for the trust organizations that had the 
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sound sense to maintain their efforts to se- 
cure new business. Looking over these it 
will be seen that their answer to the prob- 
lem of the diminishing size of the average 
estate has been to make two blades of grass 
grow where only one grew before. 


Individual Records of New Trust Business 
During 1931 

The Mississippi Valley Trust Company in 
St. Louis, up to August Sth of this year, 
had secured new trust business slightly in 
excess of the total new trust business for 
1930. According to Charlton Alexander, their 
vice-president, indications are that the com- 
pany’s new trust business for 1931 will show 
an increase of about 40 per cent over 1930 
—their best previous year—notwithstanding 
the fact that, on the average, estates are 
worth about 60 per cent of what they were 
in 1930. Living trusts in particular have 
gained and it is expected that they will show 
a gain of nearly 300 per cent over 1930. At 
the present time (December 1st) life insur- 
ance trusts are about 17 per cent behind 
1930 but when the year is completed it is 
expected that they will equal or slightly ex- 
ceed last year’s volume. Those who know 


how thoroughly developed are this company’s 
new business plans and how capably its trust 


new business department is managed will not 
be surprised by these figures. 

The First Wisconsin Trust Company of 
Milwaukee, whose new business department 
is headed by Hugh W. Grove, vice-president, 
shows the result of equally fine direction. 
This company reports that growth is par- 
ticularly noticeable in living trusts. During 
the twelve months ending September 30, 
1931, living trusts increased slightly more 
than 40 per cent. The number of wills also 
increased substantially and indicates a 
greater tendency of those who have estates 
to put their houses in order. Safekeeping 
accounts both for individuals and for banks 
have had a satisfactory increase. Converse- 
ly, the corporate trust department has not 
shown a corresponding increase due, of 
course, to the small number of new issues 
offered. Even in this department, though, 
the decrease was very small. 

A recent issue of Trust COMPANIES Maga- 
zine carried a statement that the Security- 
First National Bank of Los Angeles, in the 
first eight months of the year, had an esti- 
mated increase in new trust business that 
exceeded by 6 per cent the value of new 
business secured in the entire year of 1930. 
The number of life insurance trusts increased 
approximately 33 per cent over the number 
of similar trusts obtained in 1930, while the 
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value of this business has been increased 
approximately 95 per cent over that year. 


Excelling Previous Records 

The Detroit Trust Company, one of the 
oldest and largest in the midwest, reports 
that the volume of new business for the 
first nine months of 1931 was greater than 
for any similar period in their history. Julius 
C. Peter, vice-president in charge of new 
business, and one of the recognized leaders 
in this field, comments as follows: “Consider- 
ing the fact that the valuations placed upon 
estates today are naturally lower by reason 
of economic conditions, and considering also 
the unsatisfactory effect on the public mind 
resulting from the depression, we feel that 
any increase at all is a splendid showing. 

An eastern trust company, which requests 
that its name be withheld, reports new busi- 
ness put on its books from November 1, 1930 
to November 1, 1931, amounting to $22,000,- 
000. This company’s earning are 17 per cent 
ahead of last year. 


Testimony from Smaller Institution 

One of the most interesting reports comes 
from a smaller institution, the Oak Park 
Trust & Savings Bank of Oak Park, IIl. 
Holland C. Pile, vice-president, has made a 
remarkable record in the few years that he 
has headed this department. Since trust 
business is placed on confidence—the follow- 
ing figures are splendid testimony of the 
confidence this bank has maintained during 
this period of stress. The report from this 
bank says: 

“A conservative estimate of the increase 
in our trust resources at the close of this 
year over 1930 is 33 per cent. However, the 
increase in fees collected by the department 
will not keep pace with the increase in re- 
sources because of the great shrinkage in 
market value and in the income realized 
from trust investments. Last year we showed 
an increase in income over 1929 of 74 per 
cent. This year our increase over 1930 will 
hardly be over 10 per cent. However, the 
coming year promises to show an exceptional 
gain, largely due to new business received 
this year for which we will receive no com- 
pensation until 1932. Our increase in in- 
come in 1932 over the current year is con- 
servatively estimated to be 70 per cent. I 
believe that it will be possible by hard work 
to actually double the income received this 
year, 

“Like all trust departments we have in- 
herited a lot of cats and dogs which under 
present conditions require an_ excessive 
amount of attention. In fact the ‘cats and 

(Continued on page 816) 
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WHAT CONSTITUTES SUCCESS IN ORGANIZATION AND 
OPERATION OF THE SMALL TRUST DEPARTMENT 


ELEMENTS OF RESPONSIBILITY AND EQUIPMENT WHICH CANNOT BE IGNORED 


JOHN H. EVANS 
Vice-president in charge of Trust Department of McDowell National Bank, Sharon, Pa. 


(Epitor’s Note: Mr. Evans brings to his discussion the benefit of many years experi- 
ence with large as well as small trust departments, located respectively in metropolitan 


and smaller communities. 


In the presentation of the following, based upon a paper before 


the recent mid-winter conference of the Trust Company Section of the PennsyWwania 
Bankers Association, at Harrisburg, Mr. Evans speaks with accents that evidence not 
only thorough experience and familiarity with trust service, but also the high sense of 
duty and responsibility that must attach to the successful performance of trust work, 


whether in small or large institutions.) 


HERE is no doubt that during recent 
years, particularly since 1915 when the 
first trust powers under the Federal 
teserve Act were granted to national banks, 
the idea became prevalent in the minds of 
many of the executives of smaller banks that 
the establishment of a trust department 


would prove an immediate source of attrac- 
tive profits with possibly only a minimum 


amount of additional work and probably 
without any increase in the personnel of 
their institution. Many of these had no con- 
ception of the danger lurking here for un- 
trained hands, nor did they appreciate the 
danger to their bank. 

Acting upon this impression and the au- 
thority of a resolution of their board of di- 
rectors, a new department came into being. 
To tap this source of earnings, the situation 
seemed to require only the election of a trust 
officer and the adoption by the bank of the 
motto of the American trust companies “Let 
This Bank Safeguard Your Family’s Fu- 
ture.” If, under this inert method of organi- 
zation the trust department found fiduciary 
business more difficult to secure than the 
better understood commercial business, there 
probably existed many reasons. 


Dignity of Title Alone Does Not Make 
Efficient Trust Officer 

An efficient trust officer cannot be made 
by the simple formality of delegation by : 
board of directors; the management and the 
direction of the activities of a live trust 
department cannot be successfully carried on 
by a bookkeeper dignified by a title. Your 
institution may enjoy the highest confidence 
of its community as a commercial or savings 
bank, but is it reasonable to expect your 


customers and your townspeople generally to 
place their estates with you to be practiced * 
upon to the end that you may develop trained 
administrators for the generation to follow. 

Since the development of a trust depart- 
ment is a matter of years, it would seem 
only good judgment on the part of the bank 
entering the field of trust service to first en- 
gage a thoroughly trained trust officer and 
have him devote his spare time to the bank- 
ing department rather than to delegate a 
junior officer to handle the work of the trust 
department at such times as he is free from 
other duties. A trust officer whose primary 
interest is the development of this depart- 
ment will find very soon that “‘spare time” 
does not exist. 


Elevating and Refining Trust Service 

All men appraise and place a value on the 
things which they possess. We will agree 
that man’s most valued possession is his 
life and the lives of the members of his fam- 
ily. A quick second, however, in importance 
in his mind is his material wealth—his es- 
tate, in most instances gathered together 
through years of effort and self-denial. When 
the time comes, as it always does, to pass 
along the management of this thing second 
only in his regard to his life, he will usually 
give rather serious consideration of the abil- 
ity and integrity of the person or institution 
intended by his nomination to be the suc- 
cessor-manager. Of one thing we may be 
certain—he will hesitate before offering it 
as a teething ring for an infant trust depart- 
ment without previous training or experience. 

Under prevailing conditions it is reason- 
able to assume that the general movement by 
banks into the active trust field has sub- 
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sided and for that reason we are probably 
more interested today in elevating and re- 
fining this service in our several communities 
rather than in the essentials of primary or- 
ganization. If your trust department, after 
its first flourish is beginning to show signs 
of dry rot, open it up and determine the 
cause of the interference with the circulation 
of the blood of new business. Is the depart- 
ment sufficiently equipped and capably man- 
aged? Capable management will of itself re- 
sult in correct equipment and sufficiently de- 
tailed record keeping to build up and main- 
tain that history of the various estates which 
becomes so valuable to a department after 
a number of years of operation. A thorough- 
ly trained and competent personnel will at- 
tract immediate business for the reason thai 
the prospective client will act upon his ap- 
praisal of your ability to serve today rather 
than upon a visionary future fitness to be 
attained after a number of years of practice 
and experiment. 


Potential Sources of Trust Business 

Possibly we look for success in strange 
places; any bank actively exercising cor- 
porate trust powers, regardless of its size, 
should very early find its most fertile field 
within the circle of its own personnel, in- 
cluding of course its directors. The most 
vital need of a trust department is the sym- 
pathetic attitude of the officers of the bank 
and the interested cooperation of the direc- 
tors. 

If you do not have a trust committee com- 
posed of members of your board, see to it 
that such a committee is appointed. Keep 
your directors fully informed of the opera- 
tions and progress of your department 
through the trust committee: this will afford 
an opportunity for all to have a more com- 
prehensive knowledge of trust work, and. 
because it will be educational to them, do 
not hesitate to bring up for discussion all 
matters with which your department is in 
contact even though to your own mind they 
may appear rather elementary. 

Such of your directors as have named your 
bank as executor or co-executor under their 
wills, or as trustee for all or some portion of 
their estates, can with much greater force 
recommend the service of the trust depart- 
ment of his own institution to the favorable 
attention of others. This may well be con- 
sidered one of the most potential sources of 
new business. Since the establishment of 
our trust department we have administered 
the estates of each of our deceased directors, 
as well as the estates of the deceased mem- 
bers of their immediate families. 





Diverting Profits from Trust Department 
The same degree of consideration and co- 
operation should be demanded of all the 
officers and employees. The sympathetic at- 
titude of the officers should include full con- 
ception of the true relationship of the trust 
department with the bank as one of. its 
major activities, even to the sacrifice of cer- 
tain personal interests. In the smaller com- 
munities many leading citizens still subscribe 
to the practice of former years in naming 
bank officials as personal executors and trus- 
tees under their wills. While such individ- 
uals may have shrewd business sense and 
may be better able to serve the needs of the 
estate than the widow or children. yet they 
have all other human frailties. In fairness 
to those identified with the institution who 
are making every effort to develop this 
branch of the business, and in recognition 
of the rights of the stockholders who are 
asked to carry the department along over 
the period of infancy, the bank officials re- 
quested to accept such appointments should 
Suggest the substitution of their bank and 
in every manner possible discourage such 
practice; the personal profits which would 
otherwise result therefrom should be di- 
verted to the profit and loss account of the 
bank. 


Contacting with Attorneys and Underwriters 

Cooperation with local attorneys and life 
underwriters should be based on a sound 
common-sense policy. Practice and customs 
differ in the various communities—study and 
understand those prevailing in your own lo- 
calities, maintain contact with the local bar 
association, use every opportunity to demon- 
Strate to its.members that you are exercis- 
ing only legal banking functions and that 
you do in fact respect and adhere to the 
ethics of your association, and, if the ex- 
ecutive in charge of your trust department 
is an attorney, make it an absolute rule that 
the practice of law is not conducted in or 
by your bank. Every estate in administra- 
tion, every guardianship and testamentary 
trust should be represented by outside coun- 
sel. In such appointments as come direct 
to you, make inquiry of the family as to 
their attorney or legal representative or have 
them select one, and where no such selection 
is made, establish the practice of dividing 
this work on a fair basis among the members 
of your local bar regardless of their affilia- 
tions. 

The corporate fiduciary and the lawyer 
both exist to render a_ public service, each 
in their respective field and each practicing 
by virtue of a license of the commonwealth. 
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MIDLAND BANK 
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description. 
“ Aguitania” 





A Complete Banking Service 


The Midland Bank offers exceptional tacilities 
for the transaction of banking business of every 
It has offices in the Atlantic Liners 

“ Berengaria” 
and with afhliated banks operates over 2550 
branches in Great Britain and Northern Ireland. 








“ Mauretania” 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use of American visitors. 


HEAD OFFICE: POULTRY, LONDON, E.C.2 


OVERSEAS BRANCH: 122 OLD BROAD ST. LONDON, E.C, 2 





If you have a clear conception of fairness 
and practice it in all your dealings with the 
members of the bar, you will find that it will 
result in many valuable appointments. Do 
not become discouraged if this is not readily 
apparent; the attorney is more often merely 
disinterested rather than antagonistic. 

There remains little to be said on the 
subject of the ordinary life insurance trust. 
Forms have become rather well standard- 
ized and the matter of and adequate 
compensation quite well settled, at least in 
Pennsylvania. 


fees 


Building Up Life Insurance Trust Business 

There is one angle in the branch of our 
work, however, that I sometimes question 
if we appraise at its true worth, particularly 
we people in the smaller centers of popula- 
tion. Considering the number of insurance 
trusts which are being executed from month 
to month with the banks named as trustee 
thereunder, and using as an example say a 
community of 50,000 people, it is not diffi- 
cult to imagine a total of $10,000,000 in 
cash ultimately paid into the banks by the 
insurers over a period of years by reason of 
the death of the donors. These trusts of 
course will terminate by their own terms, 
and the funds distributed. They will, how- 





ever, be replaced by additional new business, 
so that the principal should remain reason- 
ably constant. This fund of $10,000,000 
should return annually, income of from 
$450,000 to $500,000, to the beneficiaries un- 
der the trusts, who in almost every instance 
will be local citizens. 

Hiow many industrial plants or other in- 
stitutions are there in your community dis- 
bursing half-million-dollar payrolls without 
interruption? This is a_ rather pleasing 
thought to toy with and it would seem that 
the cost of combined, intelligent planning for 
the development and building up of insur- 
ance trusts by the smaller banks and trust 
companies would of itself prove well worth 
while and would be a source of indirect profit 
in addition to the compensation collected by 
the trustee as such. 

The Act of Assembly of June 26, 1931 P. L. 
349 which now gives the Orphans Court 
jurisdiction over life insurance trust estates 
indicates that the future practice will be 
safe and orderly. 


Adequate Compensation 
In our efforts to develop present and fu- 
ture business, we should keep in mind that 
good business practice dictates that there 
must be some progress in the profit account 
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Incorporated 1860 


Home Lire INsuRANCE COMPANY 


256 BROADWAY 


ETHELBERT IDE Low, Chairman of Board 


3 NEW YORK 


James A. Futon, President 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 


ously served and protected through the creation of Insurance Trusts. 





with the passing years. Unless your trust 
department is conducted merely as a service 
station for your customers, and at times for 
your institution, the subject of adequate com- 
pensation is most important. To explain to 
some extent why some of the smaller trust 
departments remain “in the red” over a 
number of years, it might be pointed out 
that in many instances fees and charges are 
not commensurate with the highly specialized 
service rendered, and quite often the much 
abused term “service’’ consumes iarge quan- 
tities of time which might otherwise be 
turned to the profitable use of the bank. 
This free distribution of our time and talent 
is made through our enthusiastic effort to 
secure indefinite future business often of a 
questionable profit. We sometimes over-esti- 
mate the influence of a customer or the im- 
portance of his business, frequently too 
eager to build up quantity rather than 
quality. 

The welfare of our institution, the con- 
sideration of the rights of our stockholders, 
and the maintaining of that efficient and 
adequate trust service which we offer to the 
publie dictates the justice and the necessity 
of adequate compensation. 


Interesting Analysis of Trust Earnings 

Recent analysis made of a survey of the 
operations of approximately 1900 active 
trust departments developed some interest- 
ing information as to gross earnings, some of 
which I have included here. These figures 
reveal total assets of trust departments in 
communities of various sizes and their gross 
profits : 





47 trust departments in communities of 1,000 and less... 
251 trust departments in communities of 5,000 and less... 
429 trust departments in communities of 25,000 and less.. 
120 trust departments in communities of 300,000 and less. 








This graduated schedule continues finally 
showing banks in communities of one mil- 
lion and over administering average trust 
assets of $35,000,000 with the average trusts 
of $100,000 and annual earnings of 
$225,000. Public recognition of the desira- 
bility of the corporate fiduciary in the set- 
tlement of estates and administration of 
trusts could not be more forcefully demon- 
strated. However, this same analysis indi- 
cates that in some instances the establish- 
ment of a trust department was either an 
ill-advised move or the situation was not 
given the comprehensive survey and consid- 
eration neeessary to determine whether or 
not the need for such service did in fact 
exist. Of the total number of national banks 
to which trust powers were granted upon the 
application of the institution, 643 banks have 
such powers but have no trust business. 


gross 


This analysis was made by A. B. Carter 
in charge of the section of Trust Depart- 
ment Supervision, Office of the Comptroller 
of the Currency, Washington, D. C., and it 
occurs to me that publicity of these figures, 
earefully directed by the Trust Division of 
our Association, might cause some who con- 
template entering the trust field as an idle 
experiment to remain as they were with con- 
sequent benefit to trust business generally. 


“Big Brother” Attitude Toward Smaller 
Institutions 
It would be interesting to learn whether 
or not any effort has been, or is being made 
by these banks to secure trust business. If 
the clientele of the institution will not be- 


Average Trust Average Cr. Profits 
Assets Trusts Per Bank 





$36,650 $4,462 $749 
181,000 9,600 1,399 
400,000 15,000 3,200 
5,000,000 50,000 20,000 
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Pendulum Swings 


Nothing is so remorseless as time. 


Men struggle valiantly to avoid 
paying the toll it exacts, but 
there is no escape. Age creeps 
on and the day arrives when 
labor must cease. What then ? 


Independence and peace, or Depen- 
dence and heartbreak > 


Protect Your Old Age with wisely-selected life insurance. 


THE ¥ 
PRUDENTIAL 
MAS THE 
STRENGTH OF 
, GIBRALTAR 


Che Prudential 


Iusurance Company of America 
Epwarp D. DurriELp, President 


Home Office: Newark, New Jersey 


come responsive I rather think the fault 
will be found to lie with the personnel of the 
trust department rather than with any pe- 
culiar attitude of that particular community. 
There is a rapidly growing thought that a 
situation of this kind might be corrected if, 
with the granting of trust powers and the 
establishing of an active trust department, 
the trust officer who is to manage and direct 
the department, if he is without previous 
experience or special training, be required to 
qualify by subjecting himself to an examina- 
tion before some designated competent au- 
thority. This suggestion may have some 
merit; in any case, it is a thought in the 
right direction because we must keep in 
mind that any and every loss suffered by a 
beneficiary through error or negligence on 
the part of the corporate fiduciary, regard- 
less of the extent or the locality in which 
it may occur, affects every like institution 
to a greater or lesser degree. 

The older and larger banks and trust com- 
panies have recognized this element of dan- 
ger and for that reason, if for no other, have 
constantly shown a most friendly spirit of 
helpfulness and cooperation in their atti- 
tude toward the younger institution in this 
field of activity, all of which, to a reasonable 





degree we should not hesitate to avail our- 
selves of when we find the water too deep 
for comfort. 


Proper Conception of Fiduciary 
Responsibilities 

Another important step in early promotion 
work is to make certain that in the minds 
of your prospective clients there exists no 
confusion as to the relationship of the trust 
department with the bank. If trust service 
in your community is in what might be 
termed the “missionary stage’ and particu- 
larly, if the department is segregated, con- 
tinually emphasize the fact that it is one 
of the units of your institution equal in 
importance with any other and is constantly 
under the supervision of your chief execu- 
tive officer and trust committee and within 
the control of your board of directors. Ana- 
lyze the attitude of a hesitating prospect 
and you may find he has just such a question 
in mind. There should be no _ noticeable 
emergence of any individual personality, es- 
pecially in your advertising, as it may tend 
to destroy the thing you are endeavoring to 
create in the mind of the public—the per- 
manency of the institution unaffected by any 
change in its personnel. The foundation upon 
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EPRECIATION of principal quickly 
offsets income. A five point loss, for 
example, on an investment purchased at 
100 equals 5%, or one year’s interest. 


Buy for income, certainly; but keep your 
principal intact.... have it guaranteed! 


COMPANIES 


Investors Who BUY for INCOME 





Any Amount — $100 Up 


LAWYERS MORTGAGE 


COMPANY 









Our Guaranteed Mortgages and Certifi- 
cates pay a steady income, and pay prin- 
cipal in full. And they have been doing 
so for 37 years. 


Buy for income, but get your principal 
returned in full...that’s investing ! 





Capital and Surplus $22,000,000 Richard M. Hurd, President 
345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 


which you build your trust department must 
be the reputation of your commercial bank. 


In conclusion it might be repeated that 
total trust assets are not indicative of the 
duties required of the corporate fiduciary. 


These duties arise with the acceptance of the 
appointment and from the nature of the thing 
itself; they may be variable, sometimes in- 
definite in extent, but necessarily incident 
to the trust or estate, and, the powers neces- 
sary for their execution and _ discharge, 
whether they be broad or restricted, arise in 
every instance from the general law, the 
statutes of the State having jurisdiction, and 

or the instrument creating the trust. Is 
there not then that same conception of re- 
sponsibility and skill of execution required 
of the young trust department in the smaller 
community as the public has demanded and 
is receiving from the larger and older insti- 
tutions. 

We point with pride of accomplishment to 
the increasing number of instruments, wills 
and life insurance trusts under which we are 
nominated as the executor and trustees, all of 
which we expect will ripen into profitable 
business at some future time. Will we find 
ourselves properly equipped to administer 
them? It should be borne in mind that our 














stockholders have a present interest in this 
future business to the extent at least of its 
cost, and it would seem that every trust 


officer owes a duty to his institution and to 
those persons who have confided to his bank 
the “Safeguarding of Their Families’ Future” 
to seriously address himself to the task be- 
fore him by constant study that he may be- 
come more skilled in those technical require- 
ments so necessary for the successful admin- 


istration of a trust department. As we 
strengthen ourselves with knowledge, the 
more we will merit public confidence, and 


the true measure of our success will be the 
degree in which the public believes in us and 
uses our service. After all is said, there is 
no advertising as effective as a job well per- 
formed. 

fo fo ef 

Fred C. Lemmerman, a member of the 
Queens executive committee of the Bank of 
Manhattan Trust Company has been elected 
a director of the New York Title & Mortgage 
Company. 

The executive committee of the National 
City Bank of New York recently appointed 
Harold W. Osterhout, Frederick G. Sikes, Jr., 
William B. Medealfe and Elliot B. Beams as 
assistant vice-presidents. 
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The Manhattan Company Building 
40 Wall Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 


Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 





and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 





Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 


International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 





International Manhattan Company 
Incorporated 
Investment Securities 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 79 OFFICES IN GREATER NEW YORK 
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The Morris Canal, connecting Easton with Fersey City, was once the great coal 
route to New York from the Pennsylvania anthracite fields. And, before the 
railroads came, it offered a convenient and comfortable mode of travel. {In 
1827, and again in 1829, the Bank of New York loaned money to the Morris 
Canal and Banking Company towards the construction of this inland waterway. 
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LDER than the Nation, the Bank of New York and 
Trust Company continues to give sound banking 
counsel and up-to-date service to its clients. 


Today in an age of rapid changes, this Bank provides 
a personal relationship between its customers and senior 
officers possible only in an institution of moderate size 
where continuity of management is a cardinal policy. 


BANK of NEW YORK 
and TRUST COMPANY 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 
NEW YORK 48 Watt Street, NEw Yorx él 
CLEA RING HOUSE 
MEMBERSHIP Uptown Office: 


NUMBER ONE . 
a * Madison Avenue at 63rd Street 





STATEMENT OF CODE OF PRACTICE BY TRUST COM- 
PANIES OF DETROIT 


ACCENTS POLICIES OF SOUND COOPERATION WITH MEMBERS OF THE BAR 


(Epitor’s Norte: 


The following letter defining a code of practice to be followed 


in governing their relations to the legal profession, was recently adopted by trust com- 


panies in Detroit and forwarded to the president of the Detroit Bar Association. 


The 


letter is signed by the following trust companies: American State Trust Company, Detroit 


Trust Company, Highland Park Trust 


Company, 


Union Guardian Trust Company, 


Equitable and Central Trust Company, Guaranty Trust Company of Detroit and Metro- 


politan Trust Company.) 


N accordance with your suggestion and 
that of the Executive Committee of the 
Detroit Bar Association, the Trust Com- 
panies of Detroit signing this letter, make 
the following suggestions as to the practice 
to be followed by them in their relations 


with members of the legal profession. 

It has never been and is not now our pol- 
icy or practice to maintain legal departments 
in our organizations, nor to advertise to the 
publie that individual employees of ours, who 


happen to be members of the Bar, are pre- 
pared to serve the public in the capacity of 
lawyers. Such employees do not give legal 
advice nor pretend to do so. 

We do not solicit the drafting of legal 
documents or instruments, in connection 
with transfers or mortgages of real estate, 
trust agreements and the like. We believe 
that we may properly draft, or have drafted, 
trust agreements, escrow agreements, land 
contracts, deeds, leases, mortgages and other 
similar instruments to which we are parties, 
either in our corporate capacity or as fiduci- 
ary, but not in cases in which we are not 
parties to such documents. 

We believe that we may rightfully prepare 
the usual petitions for filing in the Probate 
Court in estates in which we are acting in 
a fiduciary capacity. We believe that our 
own employees, especially trained in the 
work, may properly, and in efficient adminis- 
tration of our trusts should, represent us in 
the Probate Court upon the hearing of such 
petitions and upon the hearing of our ac- 
counts. In this connection, however, we rec- 
ognize that all such petitions or instruments 
for Probate Court purposes which involve 
controversial matters or in connection with 
proceedings being litigated, should be re- 
ferred to and prepared by counsel of the es- 
tate. No work of the above nature is of it- 


self made the basis of a special charge for 
extraordinary service. 

Our own employees, even though they be 
members of the Bar, do not appear for or 
represent us as the attorney in any matter 
or cause in any court. 

We believe that we may rightfully solicit 
the public to the end that we be named ex- 
ecutors of and trustees under wills and to 
the end that we be named in other fiduciary 
capacities. We do not, however, solicit the 
drafting of wills, but the procuring of a 
draft of a will is a necessary part of our be- 
ing named as executor or trustee. We have 
in the past and will continue to urge pros- 
pects for such business to consult their own 
attorneys in the preparation and drafting 
of such wills or other trust instruments. 
Where such customers are without regular 
legal representation, we will continue to urge 
upon them that they consult counsel of their 
own choosing, and if requested so to do, we 
will suggest and recommend to them the 
names of capable counsel for that purpose. 
In a case where such a customer definitely re- 
fuses to consult an attorney and insists that 
we have the will prepared for him where we 
are named as executor or trustee, we feel 
that it is proper for us to retain a practicing 
attorney to draft the document in accordance 
with the customer’s direction and that we 
may pay the attorney for such services. 

It is quite impossible to settle all questions 
in a statement of policy or principles, no 
matter how elaborate or detailed that state- 
ment may be, but we reiterate our intention 
to carry out the foregoing policies in good 
faith. 

You have made this suggestion: Where 
specific objections or complaints by members 
of the Bar are registered against a trans- 
action or practice by a Trust Company in 
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New Jersey’s Oldest 
National Bank 


— through its Trust Depart- 
ment, possesses every facility 
for the satisfactory handling 
of Trust business. 


NATIONAL NEWARK 
& Essex Banking Company 


Broad, Clinton and Commerce Streets 


NEWARK, NEW JERSEY 












its relation to the Bar, these objections will 
be submitted to a committee of your Asso- 
ciation which in turn will report the com- 
plaint to an officer to be designated by the 
Trust Company affected ; such committee and 
officer then to make such investigation of 
facts as may be required or necessary to the 
end that if such complaint or objection is 
well founded, the matter may be corrected 
or adjusted. We believe that the suggestion 
is a good one and we accept it. We have no 
desire to transact purely legal business di- 
rectly or indirectly ; on the contrary, we have 
every desire to cooperate with the members 
of the Bar in serving the public within our 
respective fields. 


7 2, o, 
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JOINT ACTION IN DETROIT TO CON- 

SERVE REALTY MORTGAGE VALUES 

A joint statement was recently made by 
Robert O. Lord, president of the Guardian 
Detroit Union Group and the Detroit Bank- 
ers Company, giving notice to the public that 
real estate and mortgage securities owned 
or controlled by the two organizations and 
their respective units will not be dumped 
on the present market at sacrifice sales. The 








step is one that might well be adopted in 
other cities. The statement reads as follows: 

“Joint real estate and mortgage commit- 
tees of Detroit Bankers Company and Guard- 
ian Detroit Union group have been studying 
present conditions in the real estate market 
as they affect financial institutions. Their 
study clearly shows that real estate has a 
long record of profitable usefulness to those 
who have owned it and carried it through 
previous fluctuations, resulting each time in 
greater yalues under better conditions. Real 
estate mortgages, have always main- 
tained a very high position in the field of 
conservative investments. 


too, 


“The committees find that most owners are 
protecting their real estate, despite present 
business conditions. This indicates the in- 
herent stability of real estate and offers con- 
vincing proof to the committees that prices 
will return to higher levels more in keeping 
with sound values. 

“Believing that present real estate prices 
are not expressive of true values, the joint 
committees of the above groups have de- 
cided that sales of property owned or con- 
trolled by their companies be made only at 
fair prices.” 
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SECURITY TRANSFERS BY FIDUCIARIES AND THE 
UNIFORM FIDUCIARIES ACT 


SHOWING CONFLICTING LAWS AND REQUIREMENTS AS TO LIABILITY 
WHICH DEMAND UNIFORM EXEMPTION CODE 


WM. H. A. JOHNSON 
Assistant Secretary, Continental Illinois Bank and Trust Company, Chicago 


(Epiror’s Note: Following is a strong plea for universal adoption by the states of 
the Uniform Fiduciaries Act which will solve one of the most veratious question of lia- 
bility troubling transfer agents in connection with fiduciary transfer of stocks. Varying 
laws and requirements governing extent of exemption of liability as to inquiry create a 
multiplicity of difficulties which are not relieved by any determining judicial ruling as to 
ertent of eremptions. The following paper, presented at the recent annual meeting of the 
New York Stock Transfer Association discusses the problems frankly and points the way 


to adequate relief.) 


ROM the beginning of American juris- 

prudence, corporations have been held 

to the duty of seeing that their stock 
held by fiduciaries was not transferred in 
breach of the trust. By a false logic, cor- 
porations were placed in the position of a 
third party dealing to his own advantage 
with a fiduciary. This holding was not based 
on precepts and precedents of English law 
(Hartga vs. Bank of England, 3 Ves. 55), 
but was arrived at by specious reasoning. 
The rule that a person dealing to his own 
advantage with a fiduciary is bound to learn 
the extent of the authority of the fiduciary 
may be a proper one. But a corporation in 
making a transfer of shares held by a fidu- 
ciary is not in this position. The purchase1 
or transferee is the one who should be re- 
quired to make the inquiry. 


Relationship of Corporation to a Fiduciary 
Transfer 

A corporation is required to effect a trans- 
fer of shares when the certificate is presented 
to it, signed by the owner, and it should not 
be compelled to look beyond the genuineness 
of the signature nor to investigate as to the 
rights of equitable owners. Christy, in his 
work on “The Transfer of Stock,’ comments 
on the rule and suggests that the relation be- 
tween the corporation and its stockholders, 
particularly fiduciaries, is more that of bailor 
and bailee or a bank and its depositors. In 
other words, a corporation should only be 
required to ascertain the genuineness of the 
order to transfer and should not be liable 
Where a fiduciary is guilty of a breach of 
duty unless the corporation benefits by such 
breach. 


The New York Court of Appeals, in what 
is known as the Bettie Browne or Steel Cor- 
poration case (Casey vs. Kastel, 237 N. Y. 
305; 142 N. E. 671), correctly sets forth the 
relationship of a corporation to a fiduciary 
transfer. In that case a minor had endorsed 
a stock certificate representing shares of the 
United States Steel Corporation standing in 
her name. On attaining majority, she repu- 
diated the transaction and sued the Steel 
Corporation and the brokerage firm through 
whom the stock had been sold. The New 
York court exonerated the corporation, say- 
ing: “When it transferred the stock on its 
books to the ultimate purchaser and canceled 
the infant’s stock certificate, it did a valid 
act. * * * It acted under her authority with- 
out notice of her incapacity, in good faith 
and without negligence. It was not bound 
to inquire whether the transfer was voidable 
for nothing put it upon inquiry. It received 
nothing and retained nothing for which it 
can be called upon to account. It appropri- 
ated no property to itself. It was an inter- 
mediary in a sale by others; a conduit for 
the transfer of title.” 

Had the court omitted one sentence: “It 
was not bound to inquire whether the trans- 
fer was voidable for nothing put it upon 
inquiry,” it would have followed the English 
doctrine. By this sentence the rule of lia- 
bility remains in cases of transfers from fidu- 
ciaries, as a corporation is put on notice by 
reason of the inscription showing that the 
stockholder is a fiduciary. The position of 
the corporation is very clearly stated by the 
court when it says that the corporation re- 
ceived nothing and appropriated no property 
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to itself; it was a link in the chain for the 
transfer of title. The court later suggests 
the absurdity of holding liable the messen- 
ger who carried the certificate from the 
broker to the transfer office. Is it not as 
absurd to make the corporation liable? 


Statutory Exemption from Inquiry 

Of late years, the absurdity of this rule 
has been recognized and corporations have 
been exempted by statute from inquiring into 
the authority of a fiduciary to effect a trans- 
fer of stock. Some of these exemptions have 
been included in general corporation acts, 
which are not sufficient as they do not es- 
tablish a rule of public policy as to all trans- 
fers made in the state, but only affect trans- 
fers of stock of domestic corporations. Such 
exempting statutes are found in Illinois, 
Maryland and Ohio. Other states have 
adopted either the Uniform Fiduciaries Act 
or special legislation containing a general 
exemption which establishes public policy and 
is applicable to all transfers. Fifteen states 
have adopted the Fiduciaries Act, two of 
which (Illinois and Maryland) already had 
exemptions as to domestic corporations. One 
state (Massachusetts) has adopted an act 
relating solely to exemptions, thus estab- 
lishing public policy. 

The Uniform Stock Transfer Act has been 
adopted by twenty-one states, but unfortu- 
nately this Act relates solely to questions of 
negotiability, while it might well have in- 
cluded an exemption. Of these twenty-one 
states, ten have also adopted the Fiduciaries 
Act. This trend of legislation is indicative 
of the modern thought on this subject. These 
exempted provisions have not been widely 
construed, and it is not safe to assume that 
corporations will be granted the apparent 
liberal immunities. Assuming the widest ex- 
emption language, it cannot be safely fol- 
lowed literally until the courts have indi- 
eated the liberality with which they will 
apply it. Before putting too much faith in 
such statutes, consider the diversity of inter- 
pretations giv_u to that pioneer of uniform 
acts, the Negotiable Instruments Law. 


Conflict of Laws Governing Exemptions and 
Transfers 


The progress that has been made in ex- 
emptions is encouraging, but in those states 
that have adopted exemption laws of gen- 
eral application corporations are not entirely 
freed from inquiry because of the conflict of 
laws. Consider the situation of a New York 
corporation with an Illinois transfer agent 
and an Ohio fiduciary. New York has not 
adopted an exemption act either with refer- 
ence to a domestic corporation or of general 
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application. Illinois has both. Ohio has an 
exemption relating to domestic corporations. 
Would the law of Illinois, where the trans- 
fer is actually made, apply; the law of New 
York, the state of incorporation; or the law 
of Ohio, the residence of the fiduciary? Again, 
a Maine corporation, with a Wisconsin fidu- 
ciary, and a Michigan transfer agent. Maine 
does not have an exemption, either local or 
general; Wisconsin has adopted the Fidu- 
ciaries Act; and Michigan likewise has no 
exemption statute. What law of which state 
is to apply to this transfer? It has not 
been conclusively settled as to whether the 
law of the state of transfer, the law of the 
state of incorporation, or the law of the 
state of domicile of the fiduciary shall govern 
the transfer. 

Pending a determination as to the extent 
of the exemption, the cautious transfer officer 
will continue to examine into the right of a 
fiduciary to effect a transfer of stock. This 
necessitates the examination of sundry docu- 
ments, such as trust instruments, court or- 
ders and decrees. The requirements of trans- 
fer offices as to the form of documents, the 
retention or return thereof and the verifica- 
tion vary widely. This diversity of practice 
is the cause of difficulty and bad feeling in 
dealing with inexperienced attorneys-at-law 
and fiduciaries. Having a number of securi- 
ties to transfer, the person effecting the 
transfer finds in some instances that the way 
is easy and in others the road difficult. 


Varying Requirements as to Documents and 
Authentication 

Some transfer offices will require complete 
copies of instruments; others the instrument 
less the distribution provisions, particularly 
in cases of what are commonly known as yol- 
untary or living trusts; and others will ac- 
cept mere abstracts of germane provisions. 
Some offices demand the original instrument 
and a complete copy, retaining the copy and 
returning the original; others will want 
photostatie copies; and others will be satis- 
fied with typewritten copies. Some will ex- 
amine the documents, make sketchy ab- 
stracts thereof and return the originals or 
copies; others will retain the documents sub- 
mitted. A few years ago a prominent New 
York stock transfer officer stated that in 
transfers under powers of attorney, he in- 
sisted on keeping the original letter of at- 
torney. Few, if any, offices have this rule 
or could enforce it if in effect. 

Requirements as to authentication also 
vary; court or notarial certification may be 
required, or a verification by the fiduciary 
aecepted. A certain unjustifiable sanctifica- 
tion is given to certifications by public offi- 
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eers. It is becoming a custom to procure a 
certified copy of a court record and to then 
photostat such record, including the certifi- 
eation. Often where documents are retained, 
this method is less costly than the furnish- 
ing of a number of original certifications. 
Extremely cautious persons decline to accept 
such a copy and insist upon an original, the 
ground for this refusal being that false mat- 
ter might be inserted. This possibility exists 
in the case of the original certification, as 
seldom are all the pages identified in such 
a manner as to prevent the removal of an 
original part and the insertion of something 
false. 


Guarding Against Fraudulent Certification 


Thus in dealing with a dishonest person, 
requiring the production of the original cer- 
tified copy is not an infallible guard against 
alteration. If the fiduciary is determined to 
“nut something over,” a fetish for seal and 
official title will not prevent fraud. This is 
well illustrated by a fraud perpetrated in 
the Middle West some years ago where a 
dishonest bond house furnished a reputable 
firm of attorneys a complete forged record 
relating to a municipal bond issue, including 
the seals of the county clerk and the mu- 
nicipality, and clippings from newspapers, to- 
gether with publishers’ affidavits showing the 
publication of notices relating to the issue. 

With the possible exception of Louisiana, 
the office of notary public is not entitled to 
the respect that attaches to this office abroad. 
The courts have held that a notary is a 
public officer, and have upheld and attempted 
to justify a place of high honor and respect 
to the office. In practically all the states, 
any person presenting a petition, with the 
specified number of signatures, to the proper 
executive officer can obtain an appointment 
as a notary. 


A certification by a notary is no better 
than that of an individual if such notary is 
disreputable and in connivance with a dis- 
honest person. The certificate of magistracy, 
which is so sacredly required in New York 
State, is no more than a statement that the 
person whose signature appears on the ac- 
knowledgment or verification is a notary, but 
it is not a patent of probity; hence such 
certificates are of no greater worth than 
the notary himself. 


Advocating Uniform Set of Requirements 


These variations as to documents support- 
ing fiduciary transfers are not so apparent 
and annoying to the transfer officer as they 
are to the person who has the transfer to 


make. Each office determines its policy and 
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follows it. The person seeking a transfer is 
beset by possibly as many different require- 
ments as to supporting documents as there 
are transfers to be made. Cannot a reason- 
ably uniform set of requirements be recom- 
mended, and after such recommendation will 
not the various transfer officers follow them? 


At the last annual meeting of the New 
York Stock Transfer Association an earnest 
plea was made to have the Uniform Fidu- 
ciaries Act, or the section thereof relating 
to stock transfers, adopted in New York 
State. This plea might be extended to in- 
clude all states that have not adopted such 
an act. As noted at the beginning, the in- 
clusion of an exempting section in the gen- 
eral corporation act will not be sufficient, as 
it will apply only to corporations of the 
state. The adoption of such an amendment 
would be a forward step, but the endeavor 
should be to have enacted a statute that will 
be one of general policy. 


Se Mo 
go fe ee 


EXTRA DIVIDEND BY CHICAGO TITLE 
& TRUST COMPANY 

Declaration of an extra dividend deserves 
“front-page headlines’ in these troublous 
times when most corporations and many 
banks have a hard job maintaining regular 
dividend disbursements out of earnings. 
Among the banks and trust companies which 
are beforehand in declaring close of the year 
extra dividends is the Chicago Title & Trust 
Company which announces action by direc- 
tors authorizing besides the regular quarterly 
dividend of $4 per share, also an extra divi- 
dend of $3 per share payable January 2, 1932. 

The Chicago Title & Trust Company has 
maintained an exceptional dividend record. 
Its earnings come largely from the title busi- 
ness with a goodly portion from the handling 
of trusts, inasmuch as the company accepts 
no deposits. It is of interest to recall that 
the annual statement of the company for 
1930 showed gross earnings of $8,526,806 and 
after all deductions, including operation ex- 
penses, reserves for taxes and $274,000 added 
to “other reserves” and depreciation, leav- 
ing net earnings of $3,186,538 at the rate of 
8.61 on average capital employed. Dividends 
amounting to $2,520,000 were paid during 
1930. The company maintains, besides sun- 
dry reserve funds a special reserve of $2,000,- 
000 for protection of trusts. 


The Chicago Title & Trust Company traces 
its origin back to the conduct of abstract 
business begun in 1847 which resulted in 
1901 in a merger of all the title companies 
then in existence in Cook County. ‘The 
president is Holman D. Pettibone. 
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@ NEW BUSINESS EQUIPMENT 
that Assures... 


COMPANIES 


GREATER NET PROFITS 


PRasmcron RAND has always rec- 


ognized that office equipment and FF 
methods should keep pace with ever- § 
changing business conduct. In the § 
past few years, particularly, Reming- © 
ton Rand has made marked progress § 


INEW REMINGTON RAND 
ACCOUNTING MACHINE 
Unit posting for banks, payroll 
and many commercial uses. 


in modernizing vitally important bus- © 


iness aids. 


A few of these outstanding develop- 
ments are illustrated here... each one 
designed to provide maximum efh- 


ciency, economy and greater net prof- f 


its at the task for which it is in- 


tended. 
& 


Let us show you how simply and ef- 
fectively greater net profits can be 
had by modernizing your office mach- 
ines and office systems. The Reming- 


ton Rand man in your city will gladly § 


demonstrate what Remington Rand 
new business equipment can do in the 
way of saving you money which is 


SAFE-KARDEX 


Certified fire protection 


for Kardex Records. 


now unnecessarily ...and perhaps @ 


unknowingly . . . being wasted. The 


coupon will bring him to your office : 


with proof. 
Remington Rand, Buffalo, New York. 
Offices in all principal cities. 


€ g 
Remingfon Rand - 


ARISTOCRAT 
FILING CAB. 
INETS designed 
to save floor space 
without sacrifice of 
capacity. 


Name 
Address. 


LOOSE LEAF 


New light weight, heavy duty binder for 
use as a sales catalog, price book, etc 


TWO NEW FILING 
SYSTEMS 

One automatic with 

colored keyboard for ac- 

curacy and speed. 


Two. a direct alpha- 
betic system with greater 
expansibility. 


SAFE-LEDGER TRAY 


Protection for ledger rec- 
ords ... at point of use. 


KARDEX BOOK 
UNITS 


New convenient hous- 
ing for personal records. 


NEW KARDEX 
CABINET 


Gives greater strength, 
durability and ease of 
operation. 


NEW VISIBLE 
RECORD BOOK 
Combining the advantages 
of loose leaf and visible 
methods of record control. 


REMTICO NEW PRO. 
CESS RIBBONS AND 
CARBONS 


g Your representative may call and prove to me how Remington Rand 
new business equipment can produce greater net profits. 
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SAFEGUARDING THE BANK AND THE BORROWER IN 
MAKING COLLATERAL LOANS 


ACCEPTANCE, CARE AND PRICING OF VARIOUS KINDS OF COLLATERAL 
T. I. HARE POWEL 


Investment Counsel, Providence National Bank, Providence, R. I. 


(Epiror’s Note: There are no greater problems in the conduct of the average bank 
today than those arising from the large increase in volume and variety of collateral loans 
as distinct from commercial borrowings and “lines of credit.” Mr. Powel sets forth some 
excellent rules as dictated by experience and calls for closer contact and understanding 
between the borrower and the bank, involving a sense of protection for the customer as 
well as the bank im the acceptance and handling of different kinds of collateral.) 


HAT subject in the whole realm of 

banking needs more to be treated 

with sympathetic understanding 
than that of the loan department of a pro- 
gressive bank? When the elements of sym- 
pathy and complete understanding come to 
bind the borrower and the loan clerk togeth- 
er half our troubles will be over. To this 
happy road I admit I can only point in the 
hope that we are headed for it and will 
eventually reach it. 

A sense of humanity, tempered by frank- 
ness and truthfulness on the one hand, and 
good judgment, training and courtesy on the 
other, are the best that can be hoped for, 
where we are, so to speak, separated by the 
conventional grill or counter from our bor- 
rower. Do we always remember that in 
granting a collateral loan we take possession, 
for the time being at least, sometimes al- 
most permanently, I regret to say, of our cus- 
tomer’s private and most personal property. 
True enough, we give full value according 
to custom, but at our own discount rate of 
the moment, for his property, but in spite 
of this the borrower has surrendered to his 
banker that little group of securities from 
his safe deposit box which so frequently sat- 
isfies that ever present and powerful instinct 
of possession. There is surely reason enough 
to exercise the greatest tact and understand- 
ing in accepting such a temporary burden. 
Of course, we want our dollars back, perhaps 
not too soon, if as at present attractive col- 
lateral loans offer a medium of profit, but 
nevertheless when we want them! From the 
collateral we ask for, or the collateral we are 
offered, the collateral we accept is our only 
guarantee for those dollars of other deposit- 
ors we intend to recapture. 

Let us negotiate well, therefore, with judg- 


ment, intelligence and assurance for what we 
are about to accept, and particularly in what 
form we wish these securities to be. How 
many times a few more sympathetic words 
of explanation in the beginning may save 
endless telephones, irritations, 
additional visits by the borrower, and 
above all, giving us the ability to sell 
promptly if necessary. For these words of 
explanation we must know what we want 
without an element of doubt and be able to 
express ourselves in non-technical and clear 
terms. 

For convenience the subject easily divides 
itself into (1st) the nature of various kinds 
of collateral usually available and (2d) its 
acceptance, care and pricing. The first may 
approach closely to the general loan policy 
previously discussed but it is essential to con- 
sider this subject when looking to the safety 
of a loan. 


ceaseless 


Scrutinizing More Carefully Before 
Acceptance 

We pass over that most attractive and in- 
tensely interesting department of all loans, 
the unsecured note or so ealled “line of 
credit.” Interesting because it brings us so 
close to our customer’s business efforts. At- 
tractive because devoid of troublesome de- 
tails which form so irritating and expensive 
a part of a collateral loan because there is 
probably a smaller percentage of loss from 
the unsecured loan than from the coliateral 
loan. 

What is more gracious in gesture than the 
well dressed discount officer, who with unerr- 
ing accuracy and an engaging smile across 
his polished desk replies: “Sir, you need only 
$25,000; I am happy to offer you our usual 
$100,000; our rate, oh yes, 3 per cent, you 
could not possibly get it more reasonably.” 








It is so simple, but the facts, the statement, 
the customer’s condition; “no indeed” says 
the discount officer, “I am more familiar with 
your statement than that even of my own 
bank.” 


It is all magnificent, only national govern- 
ments appear to have made a few silly little 
blunders in this field, blunders which are 
beginning to give a sinister meaning to an 
all too popular word we call “moratorium.” 
In essence, we are now granting moratoriums 
even on our collateral loans. That is dan- 
gerous; it is a highly contagious disease. Let 
us dispense with the moratorium by scru- 
tinizing our loans and collateral more care- 
fully before acceptance. 


Again we can eliminate from this discus- 
sion collateral consisting of savings bank 
books, child’s play, if we are careful to obtain 
all signatures when the account is a joint 
one and remember that one or the other 
owner may die. Mortgage notes also do not 
concern us because here again our judgment 
is to a great extent protected and checked 
by the title insurance companies. If no 
title insurance company is available, then it 
is of the highest importance to have the title 
examined and passed by a lawyer or other 
expert trained in real estate, but preferably 
always the title insurance policy. Then only 
do we get complete protection. 


Security, Steadiness and Marketability 


The elimination of these more or less spe- 
cialized types of collateral leaves us face 
to face with that great class of securities, 
both negotiable and non-negotiable which 
must always remain the trial and danger 
mark of a bank’s loan officers and clerks. The 
number of such securities offered to us from 
time to time as collateral probably runs into 
the ten thousands. No single mind can hope 
to keep abreast of the values, terms of issues, 
and relative merits of so great an assortment, 
and let us remember, to display ignorance or 
criticise unjustly any of these securities is to 
merit the dislike of our prospective borrower. 
He thinks he is familiar with most of the 
specifications and details of his own little 
group of securities, and ignorance on our 
part hurts and offends him. Obviously, there- 
fore, complete and unmistakable ability on 
our part to know where to look up our in- 
formation and quotations instantly is essen- 
tial to preliminary harmony and safety. 


What do we most hope for in choosing the 
collateral we may select from, if indeed we 
are offered any choice? Obviously, we want 
security, steadiness and marketability, and 
these three factors are not necessarily in the 
least interdependent. Negotiable collateral 
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generally appeals to us as the best for our 
purpose, this means as a rule bonds. In this 
great class, the outstanding bond is that of 
the United States Government. It best sup- 
plies security, steadiness and marketability. 
Next comes the state or municipal obligations, 
supplying as a rule both security and steadi- 
ness, but frequently its marketability is sadly 
lacking or difficult to find in times of finan- 
cial worry. 


Classifying Bonds Quickly and Accurately 


Even security may be curiously absent for 
the time being, as for example, with securi- 
ties of a few prominent municipalities and 
occasionally states. 


Next might be grouped the great issues of 
bonds listed on the New York Stock Ex- 
change. There we can generally rely on a 
high average of marketability, but frequent- 
ly security and steadiness are woefully lack- 
ing. Our greatest safeguard in this great 
group, however, lies in active, close and 
readily obtainable quotations. Inertia and 
failure to watch these quotations is neglect 
on our part which leads to the impairment 
of our collateral and our customer’s confi- 
dence. To attempt to classify the thousands 
of excellent bond issues lying outside the 
above simple groups would be to presume on 
your intelligence. 

All we must have in our loan department 
is the brain to classify these securities quick- 
ly and accurately; prime short maturities, 
equipment trusts, first mortgages, collateral 
trusts, refundings, debentures, convertibles, 
ete., ete.; the groupings are too easy if only 
one great essential is kept in mind: the 
undisguised financial structure and credit 
record of the company concerned. Too much 
emphasis cannot be placed on this one point. 
How often the young and ambitious loan 
officer forgets his multiplication table when 
he ranks the first mortgage bond of the A. B. 
C. Company ahead of the debenture of the 
X. Y. Z. Company which we might say is 
for the moment of the rank of General Elec- 
tric. This is the essence of picking the best 
collateral available. 


No grade of bond is perfect unless multi- 
plied by the credit standing of the company 
concerned. A volume could be _ written 
against some thousands of first mortgage 
bonds, and when the smoke clears from the 
present collapse of business integrity, two 
volumes or more could be written. How of- 
ten have well meaning reorganization com- 
mittees sold the assets of a prior obligation 
in a charitable endeavor to prevent receiver- 
ships and forecloseures. I believe that many 

















































ot 


SSAA VP 


te bourse 


sm ee 
5, LON EE PRR ROE 





TRUST COMPANIES 


Member 
Federal Reserve 
System 





receiverships and foreclosures would be far 
healthier for all concerned. 


Dealing With Stocks 

Stocks: With their unrealized recent vis- 
ions of vast wealth, much of which will come 
back in the next ten years. The classifica- 
tion may be laid out much as in bonds. Our 
prime safeguard always resting on the his- 
tory and condition of the company. Market- 
ability as a rule can be graded from the 
New York Exchange down through the curb 
to the active counter market or other minor 
exchanges. 

Let us not forget, however, the stocks of 
those concerns we work for: bank stocks. 
The performance of the best ones merits 
praise and lasting approval, Why? becaus< 
of management, public opinion, examinations, 
yes, and because of our very flexible means 
of control of expenses: the variation in rates 
of interest allowed on deposits, one of the 
greatest assets of a bank if properly and 
fearlessly used. Have we learned to use that 
power fearlessly or must one little community 
be played in petty politics against another. 

Common sense, psychology and experience 
are even more necessary. To throw out the 
stock of a local or private corporation as 
against that of the A. B. C. listed company 


Banking and Fiduciary Services 
in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Capital, Surplus and Profits over $19,000,000 


Integrity Trust Company 


Main Office: 16th and Walnut Streets 
PHILADELPHIA, PA. 


Member 
Philadel phia 
Clearing House 





is frequently hopelessly ignorant. Many such 
stocks would rank higher than hundreds of 
listed ones. Public esteem of such a stock 
in other communities is a guide. Our boards 
of directors should be consulted for all the 
information they may give us, and any en- 
tangling alliance with our own boards should 
be avoided. 


Checking Intelligence as Well as Collateral 

To check statements, books, figures, securi- 
ties, almost morals of our banks, we have 
examiners, auditors, comptrollers, stockhold- 
ers’ committees. But just how much do we 
check the brains and intelligence of the vital 
loan department? Is not this one of the 
great causes of our faults? Brains and in- 
telligence: sometimes we hear that we are 
over educated in America. Impossible, we 
are but beginning to learn and throughout 
all classes the machines at our disposal are 
frequently operated with inefficiency or harm- 
ful ignorance. 


In the loan department our machines are 
a highly developed system of manuals, news 
services, statistics, reports and quotations. 
These do not begin to be utilized to their 
fullest extent, and frequently even familiar- 


je with their make up and use is lacking. 


Happy indeed is the small bank which has 














































“ONE OF AMERICA’S 
85 LARGEST BANKS” 


Trust Department 


In a commanding posi- 
tion to handle corporate 
and personal fiduciary 
service in the Northwest. 
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grown sufficiently to require the exclusive 
time and.study of its loans officer and ¢lerk. 
Divided attention in this department is an- 
other great source of weakness. 

If we have happily attained to that sym- 
pathetic understanding with our customers 
such as exists between the bank and he who 
has a right to the unsecured loan, we may 
expect that our acceptances of collateral will 
be easily accomplished. Still there is a 
great deal of detail that must be known and 
applied in caring for the loan. 


Familiarity With Rules for Delivery 

The “Rules for Delivery,” a simple, clearly 
written little pamphlet of some forty pages 
by the New York Stock Exchange, and eas- 
ily available to every bank, sets forth clearly 
and briefly all that is necessary to the loan 
department for an intelligent and helpful un- 
derstanding of all routine connected with 
negotiable and non-negotiable securities, both 
bonds, stocks, rights or warrants. Only 
twenty-five pages of this booklet are essen- 
tial for a bank. How many loan clerks are 
completely familiar with this booklet? Many 
of them, I venture to say, have never seen 
it, much less studied it. Common sense and 
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an hour’s work will give a complete grasp 
of legal and technical details about which 
many of our loan departments and most of 
our customers are completely ignorant. 


We should know what action or neglect 
lays our bank and customers open to petty 
fines for incorrect deliveries and extra trans- 
fer taxes or superfluous long distance tele- 
phone calls. If the bank or customer does 
not pay the fine or interest penalty for faulty 
delivery you may be sure that your unfortu- 
nate broker does, because the Exchange in- 
variably collects it. How involved the de- 
tails of the titles Mrs., Miss, or none at all 
seem to every borrower. An understanding 
bank clerk or officer should be able to waive 
these intricacies aside with clear decision 
and explanation. If not, we suffer delay, 
expense and criticism. 

For safekeeping, rapidity in sorting or ease 
in examination the greatest care and neat- 
ness should be preserved in filing, Collateral 
of each loan must be absolutely separated. 
Each type of collateral on one note should 
be grouped and arranged alphabetically, laid 
unfolded in an untorn heavy envelope with 
proper power of attorney securely attached. 
Endless time and confusion can be saved 
and danger of loss or destruction minimized 
by a few such simple methods as neatness 
and safety should dictate. Never remove 
from the file or examine more than one col- 
lateral envelope at a time. At the risk of 
being called fussy I have never unlocked or 
taken out more than one customer’s lock box 
at a time or even permitted the auditors to 
do so in my presence. 


Pricing Collateral 

Rapidity and ease in pricing collateral is 
another important factor. Large banks, 
trained and practiced in this labor experi- 
ence no difficulty. It is a habit, and a fre- 
quent one in the past two years. Small banks 
suffer from inertia and spasmodic attempts 
frequently interrupted. A customer’s loan 
ecard, listing his collateral, generally has a 
few blank columns for pricing. They have 
long since ceased to be blank. Irregular pric- 
ings have exhausted the columns long since. 
Three or four messy erasures of prices have 
occurred. 

The customer is surprised at the dirty 
and worn appearance of the record if he 
chances to see it. Old prices, valuable for 
comparisons, have been rubbed out. As an 
inexpensive improvement in speed, use a sim- 
ple adding machine roll of paper, superim- 
pose on loan card next to alphabetical list of 
eollateral, date, initial and enter correct quo- 
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Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 





tation rapidly and accurately. The bookkeep- 
ing department of a small bank can easily 
extend the quotations to amounts, total, and 
the operation is complete and permanent, 
ready for inspection by your officers or board. 
File all the slips for the life of the loan, and 
the bank has a complete permanent record 
which nobody can read without placing the 
proper slip on its own card again. 


Ascertaining Percentage of Collateral 


Above Loan 

No rules for the percentage of collateral 
above a loan have ever become general, even 
New York City banks have none except tem- 
porary ones. Such rules would be an im- 
provement, and we must strive for them. 
If only we could say to every borrower, 10 
per cent margin on Liberties, 15 per cent on 
prime first mortgage bonds, 20 per cent on 
unlisted or mixed bonds, 25 per cent on prime 
listed stocks, ete., ete., but we cannot as 
yet. 

Let us work for such a general agreement. 
We and our customers’ would end by -being 
happier and better. off. Of essential impor- 
tance to the above would be the action of 
every bank in promptly selling out an under- 
margined loan. 

To arrive at reasonable safety we must 
seek perfection. National and State edicts 
to this effect, issued and watched by exam- 
iners, auditors, and comptrollers, backed by 
directors, would remove the disagreeable 
stigma from the loan officer of selling out a 
loan, and place the burden where it belongs 
backed by law, but to be effective it must 
be lived up to. What thousands of loans 
today would be better off if sucn action had 
taken place at the obvious sign of danger. 
I would welcome such a concerted move even 
if education takes a generation, as the sec- 
ond most important step in safeguarding not 
only our loans, but our borrowers and our 
depositors. 





Refusing Loans to Speculative Borrowers 

Last and most important, I would plead 
for a higher integrity on our part in refus- 
ing loans to that great mass of feeble indi- 
viduals who merely and almost obviously 
borrow to speculate. Learn to Know your 
small collateral borrower as the loan officer 
knows his customers who have available that 
envied line of credit or unsecured note. Rea- 
soning, conversation, a human interest in 
your fellow man, and some degree of intimacy 
are necessary to prevent a useless or dan- 
gerous loan. 

If persuasion fails, perhaps the advice of 
your trust or agency department will save 
a frozen loan of the future. For the indi- 
vidual, for instance, I recognize but three 
justifiable reasons for a loan: To buy the 
home he will live in; to tide over or expand 
his business, and to finance an obviously 
advantageous subscription to rights or war- 
rants, never for speculating or buying more 
securities, because he thinks the market is 
favorable. Important exceptions to the above 
should be and have to be made for education, 
for travel if obviously wise, for illness, ete., 
ete.: but where no actual property value is 
acquired from the proceeds of the loan then 
let us exert added sympathy and understand- 
ing in advising a procedure, namely a syste- 
matie plan of payments. The poorer the rea- 
son for a loan, the less the borrower tells you 
about it. Use your brains to engage his com- 
plete confidence, and only thus in safeguard- 
ing him can we best safeguard ourselves. 


+ *, 
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Melvin A. Traylor, president of the First 
National Bank of Chicago, whose boyhood 
was spent in an isolated section of the Ken- 
tucky mountains, was the subject of a re- 
cent interesting radio talk by Frazier Hunt, 
radio biographer of the New York Life In- 
surance Company. 
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WE are pleased to announce 
the extension of our services to include 
specialized supervision of the Investment 
Portfolios of Banxs, INsuRANcE COMPANIES 
and other InstrTuTIONs, 








This department will be under the direction of 







MR. JOHN F. TROW 


who has recently become associated with our firm 






It will be our earnest endeavor to give the 
same impartial, direct and personal ser- 
vice, inconnection with the management of 
Investment Portfolios, which we have 
given corporations and individual clients 
in the past. 
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122 East 42nd Street New York City 
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HOW CHANGING ECONOMIC CONDITIONS HAVE 
AFFECTED VARIOUS TYPES OF TRUST INVESTMENT 


THE SITUATION AS TO REAL ESTATE MORTGAGES 


A. W. SNYDER 
Resident Vice-president, Mercantile Commerce Company of St. Louis, at Houston, Texas 


(Evitor’s Norte: Economic changes experienced during the past few years have left 
their mark upon the adaptability of various types of securities for trust investments. 
Some types which like railroad bonds and real estate mortgage securities have in the 


past stood high in the acceptable list, are today in a different 
utilities have risen in the trust officers’ estimation. 


category while public 
Mr. Snyder, in his recent paper at 


a conference of Texas trust officers, conveys some interesting and timely observations on 


the subject.) 


HE ultimate goal in the investment of 
the funds of the usual testamentary or 
insurance trust, where the trustee has 
broad general powers, is to invest in such 
a manner as will insure safety of principal, 
continuance of income and last, but not 
least, marketability. The past four years 


have proven that the investment of trust 


funds is a rather serious problem, and a 
much bigger job that the mere keeping of 
records and the usual distribution of in- 
come to trust beneficiaries. 

One of the difficulties arising in the in- 
vestment of trust funds is that only the 
larger companies can afford, by reason of the 
volume of their trust business, to have a 
statistician devote his entire time to prob- 
lems peculiar to the investment of trust 
funds. In the smaller organizations, when 
this is impossible, the investment committee 
has to do its own statistical work, which 
ean be done intelligently with the use of 
some of the statistical services which we 
have offered to us today. 

Changing conditions sometime make one 
type of investment more desirable than an- 
other. In view of the fact that trust in- 
vestments are usually made for a long period 
of time, this leads us to but one conclusion 
and that is, that we must depend on proper 
diversification of the funds to overcome the 
fact that we are unable to see accurately 
very far into the future. Speculation should 
be reduced to a minimum, inasmuch as in 
the normal operation of continuous invest- 
ment, business cycles and conditions change 
so much that even the most conservative se- 
curity may become speculative. 


Varying Investment Requirements 
We have found it impossible to make any 


hard, fast rules that would set out the exact 
kind of security that should be used and 
the amount of each type. This is because 
of the varying sizes of the average trust 
and also due to the fact that the needs of 
the various beneficiaries are such that would 
make it necessary to alter any well defined 
plan. For example the investment of a 
$250,000 trust fund for a young man who 
has an independent income would necessarily 
have to be different than the investment pol- 
icy for an elderly widow who is dependent 
entirely on the income of the trust. I don’t 
believe however that the principles of di- 
versification should be disregarded in any 
case. We have found by experience that the 
rule of diversification is a very good one 
to follow, as the usual purpose of all trust 
is about the same. 

If I were called upon to set up an in- 
vestment policy for a large trust, I believe 
I would start with the general idea of in- 
cluding United States Government obliga- 
tions, municipal securities, general market 
bonds (such as rails and utilities) and 
mortgage securities. Some very good au- 
thorities with a great deal of experience in 
fiduciary matters claim that large trusts 
should contain a certain amount of equities. 
Where it is legally possible to do this I think 
it is both safe and consistent to put a small 
portion of funds of the large trust into good 
preferred equities of well established rail- 
roads, public utilities and industrial com- 
panies. 


Government and Municipal Securities 
My reason for including United States Gov- 
ernment bonds is due to the fact that this 
is the prime security offered in the American 
market today. Government obligations en- 
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joy a very fast resale market and while the 
yield is lower than other types of invest- 
ment, nevertheless the exceptional security 
and marketability makes them, in my opin- 
ion, very desirable, that is, in a_ limited 
amount. It might be necessary to liquidate 
some of the trust holdings at a time of dis- 
weak market, and I know of no 
better way to be prepared for such emer- 
gency than by having a few government 
bonds in the portfolio of the trust investment 
account. There are of course times when 
the purchase of government bonds does not 
seem advisable, due to market conditions, 
but these are usually temporary, such as 
we have now. 

I also think it’s advisable to carry in 
such trusts a good share of municipal se- 
curities. The income from these is tax 
exempt which is extremely desirable in large 
estates. I believe however that investment 
in these should be restricted to only those 
communities that have a good record, di- 
versified industry, large population, and rea- 
sonable debt. These bonds carry a higher 
return than the government securities but 
do not enjoy as fast a market. Just what 
portion of a trust should be invested in these 


tress or 


be exercised. 
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would, of course, depend on the size and 
income of the trust. The income might be 
so large that it would be an advantage to 
have a large portion of the trust invest- 
ment in this type of tax exempt security. 


Good Time for Municipals 

I think this is a particularly good time to 
consider municipal bonds. Prices are much 
lower than the average and if good judg- 
ment is exercised in the selection of names, 
considerable price enhancement should ac- 
erue over a period of years. However, I do 
not believe that it is ever advisable to con- 
fine the entire investment list to municipals. 
Like all other securities, they have their 
weaknesses. I have in mind our own situa- 
tion in Texas, where due to ill advised legis- 
lation, our municipal market has been tem- 
porarily injured. I say “temporarily” ad- 
visedly, as most of us feel that our present 
situation will soon clear itself, but, in the 
meantime those trusts that have largely or 
altogether been confined to municipals may 
sustain a considerable loss should they find 
it necessary to dispose of some of their hold- 
ings at this time. 

I think it alse advisable to consider gen- 
eral market securities, such as prime obliga- 
tions of our railroads, utilities and indus- 
tries. These securities usually carry a higher 
return than either municipals or govern- 
ments, and where the income tax feature 
is not of particular importance a reasonable 
amount of this type is advisable. It is in 
this particular bracket that much care must 
we have just gone through a 
period where we have found that this type 
has suffered a great deal, due to decreased 
earnings, deflation and other causes. 


Railroads and Utilities 

When we consider railroad securities, we 
are in a class that has always been consid- 
ered the back-log of an investment list. 
Changing conditions have brought new prob- 
lems in railroad operations. While it is true 
that many of these are being solved, never- 
theless new problems continue to arise and 
it seems essential that great care should 
be exercised in the selection of rail securi- 
ties, especially where the security is other 
than an underlying lien of one of our large 
systems. 

I believe that underlying liens of our 
large utility enterprises continues to be a 
choice investment for trusts, but in this 
field we must also use care in the analysis 
of the financial statements and capital struc- 
ture. The easy money market of a few years 
ago helped to create a rather unstable con- 
dition in the utility market, as_ financial 
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The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
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statements got so complex that it was hard 
to distinguish the sound from the unsound. 
Industrial securities are usually secured 
by a pledge of the industries fixed assets and 
earnings. For this reason, a close check 
should be made of all industrial bonds at 
regular intervals to determine their earn- 
ings. A check up of the general trend of the 
business in which the borrowing company is 
engaged should also be made periodically 
to determine the advisability of either dis- 
posing of all or a part of these holdings. 


Real Estate Mortgages 

We now come to real estate mortgages. It 
has been the practice of trustees of some in- 
stitutions, particularly in this section of the 
country, to invest practically all of the trust 
funds under their control in mortgage loans. 
Their experiences for a period of at least 
fifty years has justified this, for the country 
as a whole and the State of Texas in par- 
ticular underwent a constant expansion and 
enjoyed a steady increase in values of real 
estate. The experiences of the last two years, 
however, have led many to believe that this 
period of rapid expansion has almost reached 
the peak. It seems to me that an institu- 
tion lending money on real estate will of 


necessity be required to exercise the utmost 
care in the future in order to avoid loss. 

If our taxes continue to increase in the 
future as they have in the past ten or fif- 
teen years, it is conceivable that we will see 
the time when they will become such a bur- 
den as to prove a menace to real estate 
values. I have known of trustors who ex- 
pressly provided that their trust investments 
should be confined to securities of this kind, 
and I think in view of our recent experi- 
ences that nothing could be more unwise, 
since a trust must oftentimes run on un- 
altered for many years. However, we must 
to some extent govern our actions in the 
future by our experiences of the past. It 
goes without saying that we cannot sacrifice 
the sound principles of mortgage banking, 
such as ratio of loan to property value and 
proper amortization. We must consider safety 
of principal and income paramount. I know 
of several instances where trustees are being 
forced today to accept second mortgages as 
part of the renewal of the first mortgage, 
because of the depreciation in property value 
and the fact that the borrower is not able 
to reduce his loan and has not been forced 


(Continued on page 86 
#/S 
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ease and simplicity of operation, no matter 
what accounting plan you use. 


In fact, you can have a machine exactly 
suited to your requirements in every 
particular, and with any number of accumu- 
lating registers up to twenty. 


For complete information or a demonstra- 
tion, call the local Burroughs office. 


BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 
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The forms illustrated are part of a 
plan that has for its main objectives 
the following: (A) Keeping of a 
Principal Ledger which shows the 
balance of Principal Cash, Invest- 
ments and Corpus on one sheet and 
gives a complete picture of Principal 
including losses and gains on realiza- 
tion; (B) An Income Cash Ledger and 
Statement that furnishes income tax 
information on the most active classi- 
fications as a by-product of the post- 
ing; (C) A Journal of the entire Trust 
Department with proof totals of every 
classification. The same machine posts 
the complete system of subsidiary 
asset records. All these postings were 
made on a Burroughs Trust Machine 
equipped with enough registers to 
accumulate a complete proof. This 
machine is available with any number 
of registers up to twenty. 


Burroughs 
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PROFITABLE OPERATION OF THE REAL ESTATE 
DEPARTMENT OF A TRUST COMPANY 


HOW WE ADDED $204,600 TO THE ANNUAL INCOME OF OUR CLIENTS’ 
PROPERTIES IN SIX WEEKS 


CHARLES P. SPICER 
Vice-president, Detroit Trust Company 


(EpiTor’s NOTE: 


The following article is based on an interview given by Mr. Spicer 


to Robert H. Powers and describes the substantial results obtained by the Real Estate 
Department of the Detroit Trust Company in substituting a series of full page illustrated 
advertisements in Sunday newspapers in place of single, classified advertisements to rent 


the properties of clients. 


The plan proved exceptionally successful and may be of assist- 


ance to other trust companies in stimulating the activities and returns from their real 


estate departments.) 


S there a better way of advertising the 

properties of our clients than by means 

of individual rental advertisements in the 
classified columns of the daily newspapers? 
This is a question that confronted us as we 
considered plans for the fall rental drive for 
the many properties that we manage for our 
clients. 

It was a matter of record that the indi- 
vidual advertisement idea proved quite suc- 
cessful in years past. It could always be 
relied upon to bring in at least a few inter- 
ested prospects. Also, it had long estab- 
lished itself as the standard way to adver- 
tise vacant properties. Undoubtedly, it would 
again prove moderately successful in produc- 
ing results. 

However, we wondered if some other plan, 
though not more expensive, would prove 
much more resultful. 


Experience With Single, Classified 
Advertisement 
The single, classified advertisement served 
very well for the individual who was already 


a rental prospect. We were sure that he 
would run across the classified advertise- 
ments of our clients upon his study of the 
rental columns. Yet if our particular adver- 
tisements did not describe accommodations 
of his special needs, the thought that we 
managed other properties than those in the 
paper before him might not occur to him. 
The result, as far as we were concerned, 
we believed was twofold. In the first place, 
we frequently lost a good rental prospect 
because the properties in our classified rental 
listing for that particular day did not hap- 
pen to suit his fancy. In the second place, 
we did not take advantage of the opportu- 


nity to encourage the “lukewarm” rental 
prospect who did not happen to look at the 
classified advertisements but who might be 
induced to inspect the properties of our cli- 
ents. 

Discussion of the problem with the execu- 
tives of our company and with Brooke, 
Smith & French, Inc., our advertising agents, 
resulted in a plan which produced quick and 
very satisfying results. 


Running Full Page Advertisements 

It was decided to run a series of three 
full page newspaper advertisements on Sun- 
days featuring, with photographs, from 24 
to 76 properties. The first of these advertise- 
ments was run on Sunday, August 23d, under 
the heading, “Apartment Rental Opportuni- 
ties from $26 to $150 monthly.” 

The copy was brief and to the point. It 
read, “For your convenience, we are listing 
a limited number of highly desirable apart- 
ment rental opportunities in the buildings we 
manage for clients. Simply call Randolph 
5670 and ask for Extension 227. We will give 
you additional details. Or, if you will state 
your requirements as to size, rental and lo- 
cation you desire, we will save you time and 
trouble in selecting a residence of your par- 
ticular needs. You may make your transac- 
tion through your own real estate broker, or 
with the superintendent at the property, or 
at our office. The values offered are truly ex- 
ceptional.” 


Swamped With Responses 
Although our large real estate staff han- 
dles without confusion and delay the wants 
of many hundreds of callers every week, it 
was literally swamped with phone calls and 
personal callers following publication of the 





TRUST 


COMPANIES 


HONOLULU FROM PUNCHBOWL 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 
Capital, Surplus and Undivided Profits, $3,600,799.99 


Approximate Value of Real and Personal Property Under 


Our Control and Management. 


75,000,000.00 


We do not transact a Banking Business 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 


first advertisement. Inquiries at the proper- 
ties were observed to have also increased 
greatly. Before the week ended a satisfac- 
tory number of rental transactions were 
closed. 

The following advertisement was 
tially like the first, with the exception that 
additional properties were featured. The 
third advertisement contained individual de- 
scriptions of over forty properties and photo- 
graphic illustrations of about a dozen. Again 
the copy appeal featured the fact that the 
real estate department of the Detroit Trust 
Company would supply additional listings 
should those described on the page not meet 
with the reader’s special requirements. 


essen- 


Increased Income on Clients’ Properties 

From August 23d to October 3d, we re- 
ceived 3,100 inquiries, either at the office or 
the various properties. Out of those in- 
quiries our real estate department concluded 
341 rentals. This was during the period in 
which the three full page newspaper adver- 
tisements were run. 





We estimated that the average of these 
many rentals made during the six-week pe- 
riod amounted to $50 a month. This would 
mean that we increased the income of our 
clients’ properties approximately $17,050 a 
month. Over a period of a year, this added 
revenue would amount to $204,600. While 
this special campaign cannot be held entirely 
responsible for the rental results over this 
short period of time, as it was conducted at 
the top of the renting season, it undeniably 
was a most potent factor in getting rental 
prospects and near-prospects to investigate 
on a wholesale scale the properties managed 
by the Detroit Trust Company. 


“Closeup” of Real Estate Department 

It may be of interest, also, to get a close- 
up picture of our real estate department and 
how it managed to take care of the flood of 
inquiries that resulted from this rental drive. 
Our real estate department is under the di- 
rection of Leonard P. Reaume, last year’s 
president of the National Association of Rezl 
Estate Boards and one of America’s leading 
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and best known real estate authorities. The 
department is divided into several divisions: 

Descriptions of property, total number of 
rentable units, total number of vacancies, the 
amount of accounts delinquent, the actual 
cash collections, complete record of inspec- 
tions of property, the name of the inspector 
and date of each inspection have all been 
grouped under the Information and Statis- 
tical Bureau. So completely has this infor- 
mation been centralized that a person need 
only call Line Number 227 for detailed in- 
formation on any of the above. 

The Operating Division looks after all the 
properties managed by the department. This 
division, which includes three district secre- 
taries and a competent engineer, supervises 
all management activities in the yarious dis- 
tricts. They are in charge of all the clerical 
work for their respective districts in which 
the properties have been grouped. It is the 
duty of the read the daily 
reports of the inspectors of the properties, 
contact with callers, assist the rental group 
and Information Division, follow up all requi- 
sitions, and adjustments started in 
the department. 


secretaries to 


orders 


The Purchasing Division also has a great 
deal of responsibility and is manned by a 
staff of experts. Every purchase and every 
contract for decorating or repairs is made 
by this group. 


Inspection Service 

The Inspection Service forms one of the 
key divisions of the real estate department. 
The areas in which the real estate of our 
clients is located have been split up aceord- 
ing to a geographical plan. There are eleven 
inspectors for the city districts and another 
for the out-of-town properties. The nature 
and extent of the work undertaken by the 
real estate department is based upon a study 
of the reports of the inspectors, who estab- 
lished a 100 per cent inspection record dur- 
ing the months of May and June. 

By the foregoing it can be seen that the 
real estate department not only of our com- 
pany, but of other large trust companies, 
really forms a great business in itself. Also, 
the well-organized and managed real estate 
department of the progressive trust company 
can very profitably utilize the most modern 
methods of advertising and planning. 

Se me 

The Chase National Bank of New York 
has acquired three fine specimens of the 
stone money used in the Island of Yap, which 
have been placed on display as part of its 
Collection of Moneys of the World compris- 
ing over 40,000 items. 
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THE NATION’S CHAMPION BANKER. 
GOLFER 


Richard E. Hanson, vice-president of the 
Pennsylvania Company for Insurances on 
Lives and Granting Annuities of Philadel- 
phia, has been awarded permanent possession 
of the St. Louis Cup, the grand prize of 
banker-golfing in the United States. Mr. 
Hanson obtained the trophy by defeating 
Louis P. Christenson, vice-president of the 
Manufacturers Trust Company of New York, 
in a playoff game at the Baltusrol Golf Club, 
Short Hills, N. J., on Armistice Day. 

The trophy, donated by the bankers of St. 
Louis in 1919, is fifteen inches wide and fif- 
teen inches high. To become the permanent 
possessor of it a member of the association 
was obliged to win three of the golf tourna- 
ments, one of the entertainment features of 
the association’s annual convention. Mr. 
Hanson had the low gross card in Atlantic 
City in 1925 and in Philadelphia in 1928. 


The 1932 eastern regional savings confer- 
ence sponsored by the Savings Division, Am- 
erican Bankers Association, will be held at 
the Roosevelt Hotel, New York City, on Jan- 
uary 28 and 29. 
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Federal ° a Bank 
at Pittsburgh 


HE present vault equipment of the Pittsburgh 
Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 
This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 
York vault installations in Federal Reserve Banks 
include the following: 


NEW YORK CHICAGO CLEVELAND 
PHILADELPHIA BOSTON MINNEAPOLIS 


and branches at 


CINCINNATI LITTLE ROCK PITTSBURGH 
JACKSONVILLE LOUISVILLE LOS ANGELES 


YORK SAFE & LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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HOW TRUST COMPANIES ARE ORGANIZED AND 
CONDUCTED IN JAPAN 


LEGISLATIVE AUTHORIZATION AND SCOPE OF ACTIVITIES 


HERBERT M. BRATTER 
Bureau of Foreign and Domestic Commerce, Department of Commerce, Washington, D. C. 


(Ep1itTor’s NOTE: 


Japanese bankers and financiers evinced a keen interest in the 


growth of American trust companies as long ago as in the early years of this century 
when commissions were sent over to study their methods. For a number of years the 
trust company movement in Japan was attended with difficulties owing to misconcep- 


tions of functions and lack of definite legislative prescription. 


These handicaps have 


now been overcome and for some years past the development of trust companies in 
Japan has been along more successful and useful lines.) 


APANESE trust companies are designed 

to perform all fiduciary functions. Of 

comparatively recent origin, they have 
had a phenomenal growth. Their expansion, 
however, has not been similar to that of 
trust companies in the United States, owing 
to the emphasis placed on ‘cash trusts” by 
Japanese trust companies. In addition, the 
weakening of public confidence in many of 
the ordinary banks after the 1927 crisis re- 
sulted in a flood of applications for the han- 
dling of cash by trust companies. The word 
“trust” suggested a superior, safer institu- 
tion. Trust companies generally have offered 
higher interest yields than savings banks, 
and, consequently, they have been used some- 
what as investment trusts. In view of these 


circumstances and the opposition of bankers 
because of the flow of deposits from banks 
to trust companies, the ministry of finance 
is discouraging the formation of new trust 
companies while the companies are evincing 
a greater interest in property trusts. 

When the Industrial Bank of Japan was 
established in 1900, it was given certain trust 
functions. It may, therefore, be regarded as 
the first Japanese trust company, and trust 
business is still one of its important services. 
By 1921 as many as 514 companies were re- 
ported as engaged wholly or partially in 
trust activities. In 1922 the trust act, Law 
No. 62, and the trust business act were passed 
and became effective January 1, 1923. Actual 
permission to do business thereunder, how- 
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Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 
Bank. This bank is ready to 


act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 


ever, was not granted until January, 1924. 
While some of the then existing companies 
thereby acquired a new legal status, many 
were eliminated. Most of the present trust 
companies were established after the passage 
of the laws. At the end of November, 1929, 
there were thirty-seven recognized trust com- 
panies in Japan, while the Bank of Chosen, 
the Bank of Aaiwan, the Hokkaido Colonial 
sank, the Industrial Bank of Chosen, and 
the Industrial Bank of Japan had certain 
trust functions. 

By the provisions of the 1922 legislation, 
trust companies must be joint-stock compa- 
nies, with a minimum authorized capital of 
1,000,000 yen (yen=$0.4985 at par). They 
must be licensed by the Minister of Finance. 
The property which they may take in trust 
is limited to money, negotiable paper, mone- 
tary claims, movable property, real estate, 
and leases on land. They must deposit with 
the government 10 per cent of their capital 
as a guaranty fund. On December 23, 1924, 
a decree (No. 33) was passed, extending the 
period for “cash trusts without special desig- 
nation for use by the depositor” from a mini- 
mum of one year to two years, and the mini- 
mum size of such cash trusts was increased 
from 500 to 1,000 yen. In 1929 the trust 
company law was revised, to permit the com- 
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panies to act as executors of wills and to 
audit accounts of other concerns upon re- 
quest, and by June 19th of that year twenty 
of Japan’s thirty-seven trust companies had 
received permission from the ministry of fi- 
nance to thus extend their activities. 


Wide Scope of Activities 

Trust business in Japan embraces particu- 
larly trusts of money, real estate, leases, 
claims, and securities and other obligations; 
and the flotation or acceptance of public 
loans, debentures, and shares. A published 
list of activities of The Mitsui Trust Com- 
pany, described as “a department store of 
finance,” included: Individual trust; trust or 
corporate mortgage; trust of claims or obli- 
gations; trust on real estate; marriage trust; 
safe deposit; real estate agent (buying, sell- 
ing, leasing, or renting); loan agent; guar- 
anty obligation; fiscal agent (collecting cou- 
pons, dividends, ete.) ; agent (acquisition, ad- 
ministration, disposition, loaning, adjust- 
ment, and liquidation of properties) ; and all 
of the foregoing business in foreign countries, 
subject to local laws and customs. Other 
activities undertaken by trust companies in 
Japan are life insurance, buying and selling 
of all kinds of securities, supplying invest- 
ment information, and, as previously men- 
tioned, acting as executors of wills and audit- 
ing accounts. 

The principal and most popular trust is 
the deposit of money in a “trust deposit 
under general direction,’ which has a higher 
yield than other types. It forms only a 
part of the “money in trust,’ which covers 
all forms of money trust accounts. The gen- 
eral conditions under which a trust company 
may accept money in trust are prescribed by 
law. Because of the decline in profits dur- 
ing recent years, certain of the trust com- 
panies have seen fit to set restrictions for 
their own business, even more stringent than 
those legally imposed. 


The Holding of Securities in Trust 

Securities held in trust are of two kinds: 
Those which the trust companies is entitled 
to make use of and those which are merely 
deposited for safekeeping. A brief descrip- 
tion follows: 

“Under the first classification are govern- 
ment bonds only. The trust company cares 
for the clipping and collection of coupons, 
the collection of interest and principal of 
matured bonds. The proceeds of such col- 
lections it transmits to the beneficiary. These 
securities, held in trust for use, the trust 
company may loan or otherwise employ for 
the purpose of earning extra income beyond 
the original interest accruing on the securi- 
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ties. The beneficiary benefits from such extra 
income in the form of extra dividends. At 
the end of the trust period securities which 
have thus been used are replaced by the 
trust company. 


“This type of trust must run for a mini- 
mum of one year and must total at least 
30,000 yen. In May, 1929, the extra dividend 
paid on “securities in trust under use” by 
the Mitsui Trust Company was 4 per cent of 
the market value of the government bonds 
so held. 

“The second type of securities trust is 
termed ‘securities trust under registration.’ 
This type of trust is not restricted to govern- 
ment bonds, but many include as well mu- 
nicipal and company bonds, and first-class 
stocks. In this type of security trust the 
title to the securities is vested with the trust 
company, and the securities are by law regis- 
tered as trusted property. No sum under 
5,000-yen face value (in the case of bonds) 
or par value (in the case of stocks) is ac- 
cepted for trust by the Mitsui Trust Com- 
pany. The minimum period of such a trust 
is one year. The trustee fee is 5 per cent of 
the interest or dividend received.” 


Trust Companies as Underwriters of Securities 
Beginning in 1926 trust companies became 
active in underwriting debenture and bond 
issues. The leaders in the movement were 
the Mitsui, Yasuda, Sumitomo, and Kwansai 
companies. In 1927 a 10,000,000-yen city of 
Kobe issue was taken by a syndicate com- 
posed of the Kwansai, Sumitomo, Konoike, 
Yasuda, and Kajima trust companies. In- 
creasingly large went to these and 
similar concerns. In November, 1927, the 
Mitsui, Yasuda, and Sumitomo trust com- 
panies underbid the syndicate of Tokyo 
banks on a 15,000,000-yen city of Tokyo issue. 
In June, 1928, the leading trust companies 
underwrote a 5,000,000-yen issue of Japan 
Electric Power Company debentures. 


At the end of November, 1929, according to 
the Japan Advertiser, April 3, 1930, securi- 
ties held by trust companies totaled 448,000,- 
000 yen. Securities held by the clearing 
house banks on the same date were reported 
at aysproximately 3,347,000,000 yen. The bulk 
of the trust company funds were reported 
invested as follows: 


issues 


Million yen 
Advances on bills and credit 283.4 
Corporate and bank debentures...... . 255.9 
Advances on securities.... 


On May 31, 1929, over 1,372,000,000 yen of 
property was held in trust in Japan, of 
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—=RICHMOND. VA.=— 


CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 


STRICTLY A FIDUCIARY INSTITUTION 








which 1,114.000,000 was ecash. The eight 
largest companies, according to the Japan 
Advertiser, July 14, 1929, held approximate- 
ly 86 per cent of all property (including 
eash) in trust in Japan. Their cash trust 
holdings were 89 per cent of the country’s 
total. 

While the interest rates or “guaranteed 
yields” on trust funds practically have been 
assured, by law, owners of trust deposits 
theoretically receive their compensation in 
the form of a dividend determined each half 
year in May and November, according to the 
profits for the preceding term. The trust 
companies give, as dividends, all profits made 
on funds held in trust after deducting their 
fee and taxes. 


Dissatisfaction with Present Regulations 

The Asahi English Supplement, Present 
Day Japan (1929), in an article on Trust 
Business in Japan, stated that weaknesses 
are apparent in the present regulations goy- 
erning trust companies and, that efforts have 
been made to secure improvement. The prin- 
cipal features cited as requiring change are: 
(1) Double taxation of profits on “trust 
loans”; (2) inadequacy of the present mort- 
gage debenture law, which dates from 1905; 
(3) demand of trust companies ‘to share in 
the underwriting of government loans; and 
(4) the inadequacy of the deposit of 10 per 
cent of trust company capital as a guaranty 
fund, which, it is believed, should be raised 
to 30 per cent. 


2 2, o, 
“° of Of 


At the annual meeting of stockholders of 
the Harrisburg Trust Company of Harris- 
burg, Pa., directors were elected as follows: 
Edward Bailey, George R. Bailey, J. William 
Bowman, M. A. Cumbler, R. G. Goldsborough, 
E. S. Herman, J. F. Hutchisun, W. P. Ma- 
guire, BE. J. Stackpole, George H. Stewart, 
Jr., Harvey F. Smith, George W. Reily and 
EK. Z. Wallower, 
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EFFECT OF MERGER ON CORPORATE TRUSTEE 
BENEFICIARIES OR ASSIGNEES 


SURVEY OF STATUTES AND JUDICIAL RULINGS RELATING TO 
SUCCESSION TRUSTEE RIGHTS 


SAM T. SWANSON 


General Counsel, Northwestern Mutual Life Insurance Company 


(Epitror’s NOTE: 


The author discusses the history of legislation and litigation deal- 


ing with the right of a trust company, state bank or national bank, im cases of merger, 
to succeed to the trust obligations of the merged institution. The question is still a noted 
one because of divergent court decisions, except in those states where enabling legisla- 
tion has determined the right of fiduciary succession and confers statutory authority.) 


E need not speculate why corporate 

trustees have become so common. 

The outstanding disadvantages in 
the use of individual trustees and correspond- 
ing advantages in favor of the corporate 
trustee are familiar. The administration of 
trusts in ever-increasing number and expand- 
ing variety has become a business. Indeed, 
the business has become so attractive finan- 
cially that trust powers are sought after 
and acquired by many corporations other 
Well-equipped 


than purely trust companies. 
trust departments are maintained in charge 


of trained staffs and business is solicited 
with the same eagerness as do other lines 
of business. 

In considering the statutes and decisions 
to be discussed later we are liable to go 
wrong, unless we are abreast with the mod- 
ern business and legislative conception that, 
generally speaking, the administration of a 
trust is no longer a duty undertaken for a 
friend, often unwillingly and at a sacrifice, 
but has become a business carried on for 
profit; and in interpreting statutes which 
empower corporations to merge or consoli- 
date and which declare the effect of a com- 
pleted merger or consolidation, proper recog- 
nition should be given to the fact that the 
right of a consolidating corporation to ad- 
minister a trust, whether vested or inchoate, 
is a valuable property right—a part of the 
assets it contributes to the new organization. 


Legislation Providing for Trustee-Succession 

In many states the legislation authorizing 
consolidation or merger of companies pos- 
sessing trust power has attempted, by lan- 
guage quite specific, to preserve for and vest 
in the new company the right and power to 
execute any trust possessed by a constituent 
company. This legislation, which is far 


from uniform, has enough similarity so the 
statutes may be roughly grouped. 


In the first group the laws contain definite 
and explicit provisions for succession of the 
consolidated or merged corporation to the 
fiduciary relationship of a constituent cor- 
poration. with express power to execute the 
trust. A typical illustration is an act passed 
by the 1981 Wisconsin Legislature. It pro- 
vides that when two or more banks or trust 
companies, including national banks au- 
thorized to do business in the state are con- 
solidated under the charter of one of them, 
or under a new charter, all assets and lia- 
bilities of each shall vest in the consolidated 
company, and that the consolidated bank or 
trust company, if authorized to perform fidu- 
ciary services, “shall succeed to all rights, 
obligations, relations and trusts, and the 
duties and liabilities connected therewith, 
held by any bank or trust company party 
to such consolidation, and without further 
appointment shall act as trustee, executor, 
administrator or in any other other fiduciary 
capacity in which any such consolidating 
bank or trust company was acting at the 
time of such consolidation, and shall execute 
and perform each and every such trust or re- 
lation in the same manner as if the con- 
solidated bank or trust company itself has 
assumed the trust or relation. * * * And such 
consolidated bank or trust company shall be 
entitled to be appointed or to act as trustee 
or executor or other fiduciary to the same 
extent and with the same effect” as would 
any bank or trust company which was a 
party to the consolidation. 


If my classification is not too inaccurate, 
similar legislation exists in nineteen states: 
Colorado, Connecticut, Indiana, Kansas, Ken- 
tucky, Michigan, Minnesota, Missouri, Mon- 
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tana, North Carolina, North Dakota, Ohio, 
Oregon, Pennsylvania, Tennessee, Washing- 
ton, West Virginia, Wisconsin and Wyoming. 
Reference to the statutes appears in the 
appendix. 


Statutory Provisions in Other States 
On the same assumption, a second group 
is composed of states where the statutes do 
not as explicitly as in the first group make 
provision for transferring the fiduciary re- 
lationships to the new corporation, but in 
my judgment do clearly show such to be the 


legislative intent. In this group are the 
Federal Act and nine states—California, 


Georgia, Nevada, New Jersey, New Mexico, 
New York, South Carolina, Vermont and 
Virginia. 

The federal law, as amended by the Mc- 
Fadden Act (which will serve as an exam- 
ple) provides that upon the completed con- 
solidation the new organization, among other 
things, “shall hold and enjoy * * * all rights 
of property, franchises and interests, includ- 
ing the right of succession as trustee, execu- 
tor or in any other fiduciary capacity in the 
same manner and to the same extent as was 
held and enjoyed by such state or district 
bank so consolidated with such banking as- 
sociation.” 

In a third group are states that have no 
statute on consolidation or merger except in 
the general corporation law. For instance, 
the law of Illinois provides that upen a con- 
solidation the new corporation shall possess 
“all the rights, privileges, immunities, pow- 
ers and franchises, as well of a public as a 
private nature, and all property, real, per- 
sonal and mixed. * * * and be subject to all 
the restrictions, liabilities and duties of each 
of such corporations so merged or consoli- 
dated.” Substantially this provision is 
found in Delaware, Florida, Idaho, Illinois, 
Maine, Maryland and Utah. 


Banking Laws Must Be Searched 

Statutes authorizing general or business 
corporations to consolidate cannot without 
further examination be relied upon in a par- 
ticular state as sufficient authority for the 
consolidation or merger of banks or of banks 
and trust companies, though in that state 
banks and trust companies are organized un- 
der the general corporation law. The bank- 
ing laws must also be searched, and there 
may be other provisions conferring veto pow- 
ers upon the banking or other state depart- 
ment. 

In three states—Alabama, Arkansas and 
Massachusetts—the statutes seem to au- 
thorize, or at least recognize the right of, 
banks and trust companies to merge or con- 











solidate with other similar companies, since 
they provide for the transfer of assets and 
liabilities but are silent as to the succession 
of fiduciary relationships. 

The following states do not appear to have 
statutory provisions which seem applicable 
to mergers or consolidation of going banks 
and trust companies—Arizona, Iowa, Louisi- 
ana, Mississippi, Nebraska, New Hampshire, 
Oklahoma, Rhode Island, South Dakota and 
Texas. 

Have these statutes transmitting trustee- 
ship succession on consolidation or merger 
accomplished what the legislatures clearly 
appear to have intended; or do they deceive 
alike the cautious and the careless? The 
answer runs back to the question: Did the 
lawmakers by this legislation go beyond their 
powers over their own corporate creations? 
In my opinion they did not. Of course, cor- 
porations have no implied power to merge 
or consolidate, however desirable or benefi- 
cial it may be, unless the state has expressly 
authorized them to do so by general or spe- 
cial provisions of law. Legislative authority 
is as essential to a valid consolidation or 
merger of existing corporations as it is to 
the creation of corporations. 


Application of Rule by Courts 

Now to see how the courts have applied 
this rule of legislative authority or intent to 
consolidation and mergers of banks and trust 
companies. The cases may be grouped into 
two classes—trusts created by contract where 
court action is not required, and trusts cre- 
ated by testamentary documents or where for 
other reasons there must be court approval 
of some kind. 

Of the first class First National Bank of 
Chattanooga vs. Harry E. Chapman Co. 
(Tenn.), 22 S.W. (2nd) 245, is illustrative 
and instructive. A trust company named as 
trustee in a real estate mortgage was later 
consolidated with a national bank under the 
McFadden Act. Upon default, the consoli- 
dated trustee preceeded to advertise the prop- 
erty for sale under a power contained in the 
trust deed This brought forth a challenge of 
the right of the succeeding trustee to act, and 
the right was sustained. 

In reaching that conclusion the Court held 
the statutes of Tennessee did not prohibit 
the consolidation of a trust company with a 
national bank; that the Federal law pro- 
vided that upon such consolidation the con- 
solidated bank should succeed, among other 
things, to all the rights and franchises, and 
should enjoy “all rights of property, fran- 
chises, and interests including the right of 
succession as trustee, executor, or in any 
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other fiduciary capacity” in the same manner 
and to the same extent as was enjoyed by 
the consolidating banks. Since, therefore, 
the consolidation was valid, the only re- 
maining question was the effect of that pro- 
vision which made the consolidation ipso facto 
a transfer of the trust relationship; and it 
was held the right of the trust company 
before consolidation to act as trustee in the 
mortgage was a valuable property right; 
that institutions of that character have been 
empowered to act as trustee and in other 
fiduciary capacities, and a large part of their 
business is of that nature, and much of their 
income derived from sources of that char- 
acter. And (p. 246): “We are not able to 
take the right to administer a trust of this 
nature out of the rule governing the con- 
tract of property rights generally of a corpo- 
ration consolidating with another corpora- 
tion.” 


Transfer or Delegation of Trust Oblizations 

In answer to the suggestion that the ex- 
ecution of a trust is a matter of personal con- 
fidence which forbids the transfer or dele- 
gation of duties of trustee to another, the 
Court replied: 

“Such consideration cannot reasonably in- 
fluence the appointment of a corporate trus- 
tee. Personal confidence cannot be the basis 
of such a selection. The stockholders, the 
officers, the entire management of a corpo- 
ration may be expected to change from time 
to time. These things are sanctioned by 
law and constitute, on the part of the corpo- 
ration, no breach of its duty as trustee. So 
the law sanctions the consolidation of one 
corporation with another corporation organ- 
ized for like purposes, and those appointing 
a corporate trustee do so with knowledge 
that such a union may take place carrying 
all the rights and properties of both entities 
into combined organization. Such consolida- 
tion, authorized by law, is no more a breach 
of trust than a change in corporate officers 
and directors. 

A corporate trustee is supposed to be more 
desirable than a personal trustee by reason 
of continuity of existence and ordinarily 
larger financial responsibility. One designat- 
ing a corporation as trustee, however, must 
be held to do so with knowledge that the 
trust is to be administered by those persons 
to whom the stockholders of that corporation 
commit the control of its affairs. In addition 
to changes in the personnel of its manage- 
ment, a corporation may increase or decrease 
its capital stock, or otherwise amend its 
charter. .One dealing with a corporation deals 
with a creature of the law that may proceed 
as the law permits.” 
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Like decisions were made in— 

Mercantile Trust Company vs. San Joa- 
quin Agricultural Corporation (Calif.), 265 
Pace. 583, (Trustee in trust deed to secure 
bond issue) ; Jowa Light, Heat & Power Com- 
pany vs. First National Bank (Mass.) 145 
N.E. 433, (Consolidation of trust company 
with national bank). (Court assumed suc- 
cession to have taken place under the law 
authorizing the consolidation). The case was 
referred to by the Court as stating the law 
in Petition of Commonwealth-Atlantic Bank 
of Boston (Mass.), 158 N.E. 780, 781. No 
case has been found to the contrary. 


Decision by New York Court 

In the second group the cases are more 
numerous, and present also some variance in 
views, but the weight of authority and, in 
my opinion, the better logic support the rule 
that when the legislative intent is clear the 
resultant corporation acquires the right to 
execute wills which any of the consolidating 
or merging corporations had at the time of 
the consolidation. 


This theory was well expressed by the 
Court of Appeals of New York in the case of 
In re Bergdorf’s Will (N.Y.), 99 N.E. 714. 
The testator’s will named two individuals 
and the Morton Trust Company, their “sur- 
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vivors and successors,” as executors and trus- 
tees. After the will was made and before 
the testator’s death, the trust company was 
merged into the Guaranty Trust Company. 
The case involved the right of the Guaranty 
Trust Company to be appointed executor. 
The Banking Law, under which the merger 
was effected, provided that upon a completed 
merger all assets of the merged corporation 
shall vest, ipso facto, in the merging corpora- 
tion, and it “shall hold and enjoy the same 
and all rights of property, franchises and 
interests in the same manner and to the 
same extent as if the said corporation so 
merged should have continued to retain the 
title and transact the business of such cor- 
poration.” 

The court held that the Guaranty Company 
was not a continuation of the Morton Trust 
Company, but under the broad and compre- 
hensive language of the statute “every right, 
privilege, interest, or asset of conceivable 
value or benefit * should inure to the 
Guaranty Company.” Naming the Morton 
Company as executor “created a privilege or 
an interest in the estate of the testator” 
which upon the death of the testator became 
“the absolute interest of an executorship 
and the power to participate in the control 
and administration of the testator’s estate 
and receive the legal fees and commissions.” 

After referring to the provisions of the 
Banking Law on consolidation, the court 
said : 

“In reading the sections we do not regard 
the intention of the testator, but that of the 
Legislature. Their language is broadly and 
conspicuously comprehensive.” 

To the same effect are— Mueller vs. First 
National Bank of Atlanta (Ga.), 156 S. E. 
662 (Consolidation of two national banks) ; 
Chicago Title & Trust Company vs. Zinser 
(1ll.), 105 N. E. 718, 719 (Consolidation of 
two trust companies); and Jn re Barnett’s 


Estate (Calif.), 275 Pace. 453 (Consolidation 


of trust company and national bank—and 
the question was as to succession of testa- 
mentary trustee). 

The opposite view is held by the Supreme 
Court of Massachusetts in four cases—Peti- 
tion of Commonwealth-Atlantic National 
Bank, 144 N. E. 448; Petition of Common- 
wealth-Atlantic National Bank, 158 N. FE. 
780; Petition of Worcester County National 
Bank, 161 N. EF. 797; Petition of Worcester 
County National Bank, 162 N. E. 217—same 
case—Ex parte Worcester County National 
Bank, 279 U. S. 347. 


Inchoate Right as Executor Not a 
Property Right 

The first case arose before the McFadden 
Act was passed. A state trust company had 
been appointed executor. It desired to con- 
solidate with a national bank, but this could 
not be done as the law then stood. So the 
trust company was first converted into a 
national bank, empowered to act as trustee, 
and the two banks then consolidated under 
the charter of the older national bank. This 
happened while the testator was living. Upon 
his death the petition of the consolidated 
bank to probate the will was denied. It was 
conceded the consolidation operated to trans- 
fer all property rights to the consolidated 
bank, but, the court said, the consolidated 
bank did not become the “executor named 
in the will,” and the inchoate right to be 
executor was not a property right and did 
not pass as assets of the trust company. 

The court rather stresses the fact that 
there was no explicit provision in the stat- 
ute to the effect “that the converted or con- 
solidated national bank shall succeed to all 
the privileges and rights with respect to 
unproven wills which any of its predecessors 
named as executors may have had. Since 
testamentary rights are derived from legis- 
lation, the argument would be strong that a 
statute of that kind by a legislative body 
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of competent jurisdiction would be effective. 
That question is not presented on this record. 
No such legislation exists in this common- 
wealth. There is no statute which by fair 
implication covers such a situation.” (P. 445.) 

Emphasis was also placed on the fact 
(p. 447) that naming a person as executor 
“imports signal trust and confidence in the 
particular person so named.” (This case 
_was criticised in Mueller vs. First National 
Bank of Atlanta (Ga.), 156 S. E. 662). 

The two next cases in chronological order 
are of minor importance. Each arose out of 
the consolidation of a trust company with 
a national bank. In the one where the na- 
tional bank was the executor named it was 
permitted to administer the estate, on the 
theory there had been no change in execu- 
tor; and in the case where the trust company 
was the original executor, the right of the 
consolidated bank to administer was denied 
because there had been a change of executor. 


Contravention to Massachusetts Statute 

The last case was the consolidation of a 
state bank with a national bank, where the 
original executor was the state bank. The 
consolidation occurred while the estate was 
in process of settlement. The court held the 
Massachusetts statute did not deny the right 
to consolidate, but provided that the charter 
of the trust company, whose business was 
consolidated or merged with another bank 
or trust company, “shall be void except for 
the purpose of discharging existing obliga- 
tions and liabilities.””. The consolidation was 
therefore legal, subject to that limitation. 
However, since under the Federal Act the 
consolidated company was thereafter to be 
under the charter of the national bank, the 
state bank ceased to exist upon the merger; 
that the provision in the Federal Act that 
upon consolidation the national bank shall 
hold and enjoy “the right of succession as 
trustee, executor,” etc., was in contravention 
of the Massachusetts statute, an attempt to 
force the courts of that state to recognize 
and accept without inquiry a national bank 
as fiduciary in the place of a trust company 
that had gone out of existence. 


Ruling by the Supreme Court 

Upon review, the Supreme Court of the 
United States affirmed this decision upon the 
ground that as the state law required an 
executor to be appointed by the probate court, 
federal courts would respect that require- 
ment; so that after the union it would be- 
come the duty of the consolidated national 
bank “immediately to apply for the appoint- 
ment of itself as administrator, subject to 
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the examination and approval of the proper 
probate court,” and the national bank ‘“‘would 
seem to have the right to make such appli- 
cation to the probate court and await the 
action of that court.” I do not find the 
Massachusetts courts have been followed in 
other states, except Virginia. (Hofheimer vs. 
Seaboard Citizens’ National Bank (Va.), 156 
S. E. 581). 

From these cases one may quite easily see 
why the courts have reached these divergent 
views. What may be called the Massachu- 
setts rule does not recognize as transferable 
property the incomplete right to act as ex- 
ecutor of an unprobated will. It also clings 
with some tenacity to the conception that 
the appointment of a fiduciary is as much 
a personal affair in the case of corporations 
as when the fiduciary is an individual—even 
though corporations with fiduciary powers 
are created by law, endowed with full and 
extensive authority, and always subject to 
governmental supervision and control. On 
both of these pivotal points the other line 
of cases holds the opposite; and this explains 
why such contrary conclusions are reached. 


Where the Massachusetts Rule Falls Short 
If I may venture an opinion, it seems to 
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me what is referred to above as the Massa- 
chusetts rule fails to give sufficient heed to 
modern conditions which in turn have pro- 
duced a change in practice in the execution 
of trusts—a change which has gone a long 
ways to eliminate individual trustees. This 
innovation has largely and necessarily de- 
stroyed the personal element in selecting 
trustees A corporation is named, not be- 
cause of trust in the judgment or discretion 
of any individual therein, but because the 
corporation in the nature of things will sur- 
vive the creator of the trust; that from 
self-interest, aided and prodded by govern- 
mental supervision, it will maintain an effi- 
cient trust department so that probably the 
creator’s intention will be carried out better 
than it would be by an individual whose 
existence may terminate any day, leaving 
the appointment of a successor to a court 
whose judgment may be confused by the 
testimony of warring beneficiaries. 

Life insurance is interested in order to 
know to whom payment may be safely made 
and avoid the danger of double payment. 
Where the trust rests in contract and court 
approval is not necessary, it seems to me 
insurance companies may safely deal with 
the succeeding trustees where such is clearly 
the legislative intent. The case of wills 
should not cause much trouble if the con- 
solidation or merger was consummated be- 
fore the testator’s death. At any rate, pay- 
ment will be made only upon receipt of a 
certified or exemplified copy of the letters 
issued by the proper court, and if the letters 
run to the consolidated company, court ap- 
proval may be safely assumed. Where con- 
solidation or merger is consummated while 
the proceedings are still in court, prudence 
seems to require that the consolidated com- 
pany exhibit satisfactory evidence that its 
succession to the fiduciary office has been 
approved by the court having jurisdiction. 





NATIONAL TRUST COMPANY OF TO- 
RONTO SPONSORS SERIES OF 
BROADCASTS 


The National Trust Company of Toronto. 
Canada, recently inaugurated a series of 
radio broadcasts the prime purpose of which 
is to bring to radio listeners over the local 
station the best judgment on current eco- 
nomic, business and kindred subjects from 
authoritative sources. The promotional fea- 
ture has been entirely eliminated from this 
series which will be devoted to popular edu- 
cation on vital questions of the day. The 
first speaker of the series was Gilbert Jack- 
son, B. A. (Cambridge), professor of econom- 
ics of the University of Toronto. In pref- 
acing his talk on “Current Business” Profes- 
sor Jackson said: 

“Together with all its unfortunate conse- 
quences, the business depression which began 
in 1929 has done two good things for us. 
In the first place, it has dispelled the bad 
atmosphere of gossip about stock market tips, 
possibly for many years to come. In the 
second place, it has compelled us to realize 
that, under present conditions, when one 
suffers, all suffer—that the man whose com- 
pany has passed its dividend, his neighbor 
who has just suffered a wage or salary re- 
duction, and the destitute man asking for 
relief are one in misfortune, though the de- 
grees of misfortune differ widely. We have 
been made to reflect on fundamentals. In a 
real sense, we are all of us economists now. 
None of us—neither the professional econo- 
mist nor the amateur economist—feels very 
wise. We are terribly conscious of the gaps 
in our knowledge. We are not ready to dog- 
matize. 3ut we have indulged in a little 
honest thinking.” 


The Board of Directors of The Manhattan 
Company of New York at a recent meeting 
declared the regular quarterly dividend. 
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per minute... 


Telephone service has _ buyers 
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Calls made in the Bell 
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— 45,000 sales. 

These calls 


the nearly 16 million Bell-owned 
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telephones, connected by 80,- 
000,000 miles of wire. A plant 
of vast proportions has been de- 
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putting money to work in essen- 
tial and productive ways. During 
half a century income has in- 
creased with plant growth and 
dividends have been paid without 
a break. 
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TRUSTEE LIABILITY IN EXECUTING CONVEYANCES TO 
REAL ESTATE 


SUGGESTED CLAUSE IN TRUST DECLARATION AUTHORIZING TITLE 
INSURANCE PROTECTION 


ALBERT L. GRUTZE 
Vice President and Trust Officer, Title and Trust Company, Portland, Oregon 


NE of the problems which has long 

confronted trustees has been the 

question of what liability a trustee 
might be incurring in executing convey- 
ances to real estate where purchasers or 
grantees demand that conveyances contain 
clauses of either expressed or implied war- 
ranty. It has not been the practice of trust 
companies to assume any liability in trans- 
ferring title to real estate and this practice 
is right as in taking title very few trust 
companies require a strict examination of the 
title but take title as conveyed. 

In making conveyance a trust company 
should not warrant that there ure no forged 
deeds or undisclosed heirs in the chain of 
title, or in fact any of the many defects or 
adverse claims which might be brought to 
light at some future time, unless it is pro- 
tected against any such claims. An ab- 
stract of title or a search of the public rec- 
ords cannot disclose many title defects and 
will not disclose defects or future adverse 
claims which may prove to be rather ex- 
pensive. For the compensation which a trus- 
tee receives it cannot even afford to risk the 
expense of litigation in defending real prop- 
erty titles—hence the rule against executing 
warranty deeds. 


Relying Upon Title Insurance for Protection 
The problem of satisfying the purchaser of 
ral estate with title protection is easy of 


solution through title insurance. The trustee 
may close real estate sales by having title 
insured direct to purchasers and the convey- 
ances not contain any covenants of warranty, 
the purchasers relying upon the title com- 
pany alone for protection. In such cases 
where purchasers insist on title warranties 
in deeds, the trustee is justified in making 
such conveyances if protected which it can 
also obtain through title insurance in its 
favor. 

When taking title to real estate, however, 
the trust declaration should provide for the 


protection of the trustee and give it author- 
ity to obtain insurance. The following 
clause is suggested for use in trust declara- 
tions where real estate is included in the 
trust estate or is likely to come into the 
trust estate: 


Suggested Clause in Trust Declaration 

“In conveying any real property that may 
now or hereafter be held in trust hereunder, 
said trustee is directed to convey, without 
express or implied warranty, to such person 
or persons entitled thereto, such title as may 
then be vested in said trustee to the respec- 
tive parcels of real property, subject, how- 
ever, to all then existing encumbrances, ease- 
ments, restrictions, or other clouds or claims 
against the title thereto, whether the same 
be of record or otherwise. Such conveyance 
is to be by deed in bargain and sale form, 
and if required by any purchaser, the trustee 
is authorized to procure a title insurance 
policy, guaranteeing title in fee simple, from 
a title insurance company selected by the 
trustee issuing such insurance. In case how- 
ever, any purchaser of real estate refuses to 
accept delivery of a bargain and sale deed 
from the trustee, as grantor, said trustee, as 
a condition precedent to executing a general 
warranty deed, is authorized and directed to 
incur such expenditures from the trust es- 
tate in obtaining title insurance, or other- 
wise in perfecting title, as will relieve such 
trustee from all liability or its covenant of 
warranty.” 

The clause has been drawn to suit Oregon 
practice but can be modified or changed to 
suit the practices in other states. 


Trustees have for many years accepted in- 
demnity to cover possible losses on account of 
lost and mutilated bonds and other securi- 
ties and the use of title insurance as an in- 
demnity in the handling of real estate trans- 
actions by trust companies is not an innova- 
tion but is a real protection to both the trust 
companies and the public at large. 
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Complete information as to 


requirements (including the 
rulings of the New York 
Stock Transfer Association) 
for all irregular security 


transfers can be found 
Stock Transfer 
Guide and Service only. 


in the 


Write for full particulars 


@ Keeps up to date the full infor- 
mation on: 


. Documents necessary when transfer is 
by an Executor or Administrator. 

. When a Court Order is necessary before 
transfer. 

. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

. Documents necessary when transfer is 
by a Guardian. 

. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

3. When copy of Will must be submitted 
and points in it to be noted. 

. Documents necessary when transfer is 
being made by Executor or, Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

15. Documents necessary when transfer is 
by a Receiver. 
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WILL OF THE LATE JOHN B. LARNER 

It is often observed that a man’s last 
will and testament is one of the most reliable 
indices of his true character. That saying 
is confirmed by the will of the late John B. 
Larner, president of the Washington Loan 
& Trust Company of Washington, D. C., 
whose death on November 9th brought sor- 
row and memories of a noble character to 
all who knew him and to wide circle of de- 
voted friends in banking and trust company 
circles. 

Mr. Larner’s will gives accent to the sound 
judgment, the thoughtfulness and unselfish 
spirit which ruled his many activities in 
private, in community and philanthropic af- 
fairs. The will was made in 1909 and a 
codicil thereto in 1929. After providing 
that all of the household effects, furni- 
ture and libraries in both city and coun- 
try houses should go to his wife without 
inventory, he bequeaths to each of his five 
daughters ten shares of Washington Loan 
& Trust Company stock and makes bequests 
to the endowment funds of the New York 
Avenue Presbyterian Church, of which he 
was a member and chairman of the board 
of trustees and the Presbyterian Home; also 
to the George Washington University a fund 


to provide annually the Law School Scholar- 
ship medal which he had donated for a num- 
ber of years. Bequests were also made to 
his secretary at the bank and his own chauf- 
feur and to each of the domestics in his 
employ. 

All of the remaining estate is bequeathed 
to the Washington Loan & Trust Company 
as trustee, the income to be paid at the dis- 
cretion of said trustee to his widow and 
upon her death in equal portions to each 
daughter until they severally attain the age 
of thirty-five, at which time each shall re- 
ceive her respective share of the then estate. 


EXTRA DIVIDEND DECLARED BY TITLE 
GUARANTEE AND TRUST COMPANY 


The board of trustees of the Title Guaran- 
tee & Trust Company of New York at a re- 
cent meeting declared the regular quarterly 
dividend of $1.20 per share and also an extra 
dividend of 30c. per share, both payable on 
January 2, 1932 to stockholders of record 
December 21, 1931. Although these dividends 
are payable in 1932, they are declared out of 
the earnings of 1931. During the year 1931 
regular dividends of $4.80 and extra divi- 
dends of $2.40 per share have been paid. 
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RECRUITING LIFE UNDERWRITERS FOR DEVELOPMENT 
OF TRUST BUSINESS 


ENHANCING FIDUCIARY INCOME THROUGH ADDITIONAL LIFE INSURANCE 


E. D. SAMPSON 
Chairman of the Bankers Committee of the District of Columbia Life Underwriters Association 


(EpiTor’s NOTE: 


as well as enhancing and protecting estates. 


Life insurance is one of the most important elements in creating 
In the following article Mr. Sampson states 


that the most effective approach toward successful cooperation between trust men and 
life wnderwriters is that which can be derived by impressing upon trust prospects the 
value of increasing fiduciary income in creating trusts or planning wills by means of 
additional life insurance, especially where future income is likely to be inadequate.) 


HAT is the trust officer doing to 

encourage the life underwriter to 

bring his clients in to talk over an 
insurance trust? Will the viewpoint of an 
underwriter in this matter be of any interest 
or value to the trust officer? The writer, is 
a field man, having spent many years in life 
insurance field work and as a general agent. 
He has been deeply interested in the co- 
operation of the underwriter and the trust 
officer since the inception of the movement, 
and has put forth considerable effort to 
further the matter in his community. 


Contacting with the Life Underwriter 


It is clearly apparent that the average 
underwriter is interested first, last and for 
all time, only in commissions for himself, 
and does not grasp the far reaching effect of 
his work. He cannot see beyond the dollar 
which may be just in sight. He lacks the 
broader vision. He is not interested in the 
ultimate results of his work. To reach him, 
one must talk commissions, it is a language 
that he understands, and he will listen 
eagerly to any message or plan that to his 
mind will mean more commissions for him. 

Much is being done and written to give 
him a broader vision of the great work in 
which he is engaged, viz, helping to provide 
food, shelter and clothing for widows and 
orphans, and each succeeding year sees a 
few more of these men catching the larger 
spirit, the more unselfish spirit, and learning 
just what cooperation with the banker means 
not only in increased commissions to him, 
but in service to mankind, but much may be 
accomplished to increase the number by the 
trust officers themselves if they will study 
the situation and especially as it may affect 
their several communities. 


When Income is Inadequate 

We believe that the trust officer should 
give much thought to the fact that in the 
average case of a man coming in to discuss 
an insurance trust and will, the income from 
the estate plus that provided by the pro- 
ceeds of the life insurance policies, will not 
be sufficient for the needs of the family. 
That unless something is done to increase 
this income, he is simply laying up for him- 
self or his successor future trouble in con- 
stant importunities on the part of the widow 
for more funds to meet, what may be real 
needs of the family when there may be none 
available. That he or his successor will be 
put in the position of having to teach the 
widow to live on a reduced income, usually 
half in size and often less than half of that 
to which she has been accustomed, and un- 
less one has experienced such a condition, 
they cannot realize in full what real suffer- 
ing it entails on the widow, how wearing it 
may be on the trust officer of the great 
amount of time that he will have to give to 
such cases. 

The experienced trust officer is fully alive 
to this situation, but how many have con- 
sidered that in most cases they have it in 
their power, not only to help themselves (al- 
low us to put forward the selfish appeal) 
but also a bereaved family, by bringing home 
to the customer the fact of the inadequacy 
of this income, and that through the pur- 
chase of additional life insurance it may 
most effectively and economically be brought 
up to a more reasonable and necessary 
amount. That he will call the customer’s 
life insurance man and arrange for an in- 
terview when the deficiency may be made 
up. The customer probably for the first 
time is brought face to face with the real 
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needs of his family, and by a person whom 
he knows has no life insurance to sell. Think 
of the impelling power of the suggestion 
coming from the trust officer. 


Paving the Way by Publicity 


And now for publicity work. Let the 
trust officer address the next meeting of the 
local life underwriters and also agency meet- 
ings at the offices of the general agencies in 
his city. Both may be easily arranged and 
he will be most welcome. Let him tell of 
some concrete case along the lines suggested, 
or if he cannot speak from experience, he 
"an generalize to great effect, but let him 
put his heart in his message. Let him get 
in touch with one or more underwriters each 
week. Men with whom he has had no pre- 
vious contact and have them come to his 
office for an intimate talk on these matters. 
It will be time well spent. What visions of 
increased commissions he can draw for the 
underwriter. What opportunities for recruit- 
ing workers for the trust company or bank. 

Very few underwriters have the vision (we 
are tempted to add the unselfish vision) that 
would prompt them to bring or send men 
with whom they come in daily contact to a 
trust officer, when they really have no hope 
of any pecuniary reward. Does the reader 
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know of any such workers? The writer does, 
and is fully persuaded that such underwrit- 
ers are sowing seed from which they will 
eventually reap a rich harvest. Such men 
cannot help but stand out in the esteem of 
the trust officers of their community, as 
well as with all men who know them and 
their work. The writer believes that there 
are such men in every community. At any 
rate it is an ideal that the trust officer can 
set up in his contacts with underwriters, and 
it may bear abundant fruit. 
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LIFE UNDERWRITER COOPERATIVES 


Announcement by the National Association 
of Life Underwriters of standing and spe- 
cial committees for the ensuing year in- 
cludes the following personnel of the Com- 
mittee on Cooperation with Trust Officers: 
Franklin W. Ganse, chairman, John Han- 
cock, Boston; Henry Abbott, vice-chairman, 
Massachusetts Mutual, Pittsburgh; A. Rush- 
ton Allen, Union Central, Philadelphia; Karl 
Brackett, John Hancock, San Francisco; P. 
J. Crandall, American Life, Jackson, Mich. ; 
Graham C. Wells, Provident Mutual, New 
York; Flavel Wright, Northwestern Mutual, 
St. Louis, Mo. 
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CONDENSED STATEMENT OF CONDITION 
September 29, 1931 


Che 
Cleveland 
Crust Company 


ASSETS 


Cash on Hand and in Banks .. . $ 19,072,704.94 
Due from Federal Reserve Bank . . 11,002,141.16 


United States Government Bonds and 
Certificates . . s * 26,016,725.14 


State and Municipal nite wa Other 
Bonds and Investments, including 
Stock in Federal Reserve Bank. . 28,221,125.15 


Loans, Discounts and Advances . . 205,140,080.78 


Banking Houses and Lots and Other 
Real Estate ..... -? 8,144,907.38 


Interest and Earnings Sema and 
Other Resources ... . =" 2,701,108.55 


Customers’ Liability on Lemees of 
Credit and Acceptances Executed 
ee « + «2s 6 + * & 2,936,621.35 


Total . .... . . $303,235,414.45 


LIABILITIES 

Capital Stock . ... ‘ $ 13,800,000.00 
Surplus and Undivided Profits m 13,457,587.71 
Reserve for Taxes, Interest, etc. . 2,401,250.82 
Dividend Payable October 1, 1931 414,000.00 
Bills Payable and Rediscounts . NONE 
Deposits . . . « « «© «© «© «© « « 269,542,666.30 
Other Liabilities . . . .. Pp 683,288.27 
Letters of Credit and Sieuiuieinsion 

Executed for Customers ... . 2,936,621.35 


Total ..... . . $303,235,414.45 


Member Federal Reserve System 
Member Cleveland Clearing House Association 


a Ac 





YES, TRUST COMPANIES HAVE SOULS 


AN EPISODE FROM ACTUAL EXPERIENCE 


Communicated by a ‘‘Trust Officer’’ 


(EpiTor’s NOTE: 


A persistent prejudice against the naming of trust companies as 


executor or trustee is that they are incapable of human sympathies and are apt to 


become impersonal in the performance of their duties. 


Son John” 


The following narrative of “Our 


from the trust officer of a large trust company in the South, taken from 


actual experience, tells how the foster care exercised by this trust company as guardian 
and trustee of an orphaned boy, rescued him from a wayward career and helped him to 


success in professional life. 


It is typical of a great many instances of the human at- 


tributes of trust service which transpire in daily routine but remain unrecorded.) 


“What will happen to my boy if his mother 
and I both die? We have no kinspeople who 
would take an interest in him, and on that 
account should we not have an individual 
trustee or guardian instead of a trust com- 
pany ?” 

These questions are strangely familiar to 
all trust officers, and emphasize the necessity 
for the quality of sympathy and broad un- 
derstanding in the officers in charge of per- 
sonal trusts. 

While the personal responsibilities of 
guardianships and trusteeships for minors 
is not sought in connection with the finan- 
cial phase of such duties, it would indeed be 
an inefficient and shortsighted corporate 
fiduciary that failed to meet those respon- 
sibilities when the occasion arose. And how- 
ever unprofitable cases of this sort may be 
(and frequently are), the sense of duty 
faithfully performed is generous compensa- 
tion to the officer for his time and patience; 
and the tangible assets in the way of new 
business resulting from the pursuance of such 
a policy can be verified in many instances. 


One Concrete Example 

One concrete example in our own institu- 
tion is frequently cited to prospective clients 
and may be of general interest. 

Ten years ago Mrs. Wales, a widow, died 
leaving one son, John, aged 15, then a student 
in a second-rate preparatory school in an 
adjoining state. The estate, left in trust 
with this company for the benefit of the 
son, was small but sufficient for his support 
and education. The boy had had little re- 
straint put upon him, and while fundamen- 
tally of good character, he had become super- 
sensitive, obstinate, and indifferent and had 
assumed the attitude that everything and 


everybody was against him. Shortly after 
his mother’s death John ran away from 
school with another student. Posteards with 
sarcastic and impertinent messages, but no 
address, were sent us from various cities 
along the Atlantic seaboard. Purposely no 
effort was made to locate him, but provision 
had previously been made with an aunt (who 
however assured us that the boy had no good 
in him) to have at all times a room for him 
in her home (also in another state), for 
which the trustee paid a monthly rent. 
Finally, after much travel, our ward, sick 
in body and pocketbook, returned to that 
shelter—as we were sure would be the case. 


Encouraged in His Professional Vocation 


After ascertaining that John’s physical 
ailments were cured, we wrote him a kindly 
yet firm letter, omitting any upbraiding for 
his escapade, but putting it squarely up to 
him as to whether he wanted an education 
or aS an alternative to go to work without 
any financial assistance from the trustee ex- 
cept in an emergency. His reply was rather 
belligerent. After the exchange of half a 
dozen letters, our own written with all the 
tact and diplomacy that we could muster, 
we finally convinced him that our desire for 
friendship was genuine, and we reached a 
working basis. He was to make his own 
selection of the college he wished to enter, 
the only proviso being that it must be of 
recognized standing, and so long as his rec- 
ord was satisfactory we would foot the bills. 
On the other hand, the first evidence of lack 
of study or intimation of misbehavior would 
mean an immediate discontinuance of his 
allowance and he would have to be self- 
supporting. 

John elected to study chemistry, chose his 
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college, which we approved, and matricu- 
lated. His first reports were excellent. We 
at once wrote him a letter of congratulation 
and encouragement, omitting entirely any 
sermonizing. As the good reports continued, 
this strategy was repeated and soon he was 
writing us of his student activities, of his 
hopes and his plans. Needless to say, we 
replied with enthusiastic and sincere inter- 
est in all his affairs, and from the combative, 
sullen beginning his letters were soon cheer- 
ful, happy, confident and friendly. 


In his second year at college John was 
elected to the staff of the college monthly 
magazine. Other honors came to him. He 
graduated high in his class. With our ap- 
proval his vacations had been spent as he 
pleased, and this confidence was rewarded 
by his obtaining a position wholly without 
assistance in the laboratory of a large plant 
which he had visited on one of his vacation 
trips. 

In his laboratory work John continued to 
do credit to himself and in the two years of 
his employment in the plant received four 
promotions. It was during this time that 
under the Trust he was entitled to receive 
one-half of the principal, and it required 
merely a slight suggestion from us to per- 
suade him to place the fund in a living trust. 
Remember, he had now reached his majority, 
and except for the custody and final distri- 
bution of the remaining half of the estate 
we had no legal responsibility to or for him. 
Moral responsibility? Assuredly. 


Remittances for His Trust Fund 


The urge to visit foreign lands has been 
strong with John since he first began to 
“find” himself in his college days, and hav- 
ing no home ties it has appealed to the re- 
pressed wanderlust of the arm-chair traveler 
who, as the trust officer, has been his cor- 
respondent. An excellent vpportunity pre- 
sents itself. John will arrive at no final 
decision until he has consulted his “foster- 
parents.” They are enthusiastic. Passports 
are arranged. The ship sails for South 
America and (by mail) we bid farewell to 
our ward with secret hope that we will be 
remembered. Almost before he is fairly 
settled in his new and strange surroundings 
come letters with glowing accounts of his 
voyage, his new home, and last, but not 
least, a request that he be permitted to send 
us each month a substantial part of his sal- 
ary for his trust fund. In his year of resi- 
dence in South America his remittances have 
come to us regularly, and, to conclude this 
absolutely true story, his letters are brim- 
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ming over with friendship, humor and every 
indication that we have helped to make a 


he-man. Could that aunt—his closest rela- 
tive—have done as much? 
Be de ob 


A PROFITABLE OBSESSION ON THE 
SUBJECT OF TAXES 

Under a recent decision of the Federal 
Court, the United States Government must 
refund to the estate of Baron William Wal- 
dorf Astor the sum of $16,000,000, represent- 
ing transfer taxes erroneously imposed upon 
the estate in 1922, together with accrued in- 
terest. 

The Anglo-American nobleman, it is said, 
had an “obsession on the subject of taxa- 
tion.” His letters indicate that he feared the 
heavy capital levy in England, and foresaw 


that in America the amount of taxes as- 
sessed against large accumulations would 


increase enormously. Two months before his 
death, he transferred various holdings valued 
at $46,000,000 in trust for his two sons. It 
was claimed by the taxing authorities that 
this transfer was made in contemplation of 
death, that is, in the belief that death was 
imminent, and that therefore it was taxable. 
The court held, however, that not death, but 
the desire to avoid taxes, was the motivating 
cause of the transfer, and that the property 
was therefore not subject to tax. 

A man may give away any part or all of 
his property during lifetime and thereby 
avoid inheritance and estate taxes on that 
property. He cannot, however, wait until he 
feels that death is approaching, and then 
seek in the eleventh hour to escape taxes 
by a hasty transfer. The law demands that 
a man not only be awake to his opportuni- 
ties, but alert in taking advantage of them. 

The astute man of affairs who, emulating 
Astor, creates a living trust, and transfers 
his property to some organization skilled in 
the care and management of estates as trus- 
tee for the benefit of his dependents, not 
only eliminates unnecessary taxation, but 
safeguards his property against the dangers 
of inexperience. If the desire to avoid taxes 
amounts to an obsession, it is apparent that 
the obsession may be a profitable one, when, 
as in Baron Astor’s case, the “fixed idea” 
may net the tidy sum of $16,000,000.— (From 
Estate and Tax News, published by the Fi- 
delity Trust Company of Pittsburgh.) 





John Greiner has relinquished his offices 
as vice-president and treasurer of the An- 


thracite Trust Company of Scranton, Pa., 
to become cashier of the Third National 


Bank & Trust Company of that city. 
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EVALUATING AND DETERMINING THE COST OF 
SECURING NEW TRUST BUSINESS 


HARVE H. PAGE 
Second Vice-president, The Northern Trust Company of Chicago 


(Epitor’s NoTtE: Concerted efforts are being made by committees of the Corporate 
Fiduciaries Association of Chicago and the trust development men in the Chicago Finan- 
cial Advertisers Association to seek some uniform method of recording the cost of secur- 
ing new trust business, especially executorships, testamentary trusteeships, insurance 


trusts, etc. 


The problems involved and a possible means of -evaluating- trust- business 


scientifically, were discussed by Mr. Page in an address before the Chicago Financial 
Advertisers, part of which is presented herewith.) 


UR objective in seeking to determine 
the present value of new trust busi- 
ness production is to take into ac- 

count and study those factors which will 
verify or disprove our present concepts. 


Briefly, we must build up an accurate com- 
pilation of our experience over a sufficient 
period to demonstrate conclusively whether 
the manner in which we judge the variables 
of the life expectancy of the customer, the 
expectancy of the account, the mortality of 


different classes of business and the realiza- 
tion of anticipated fees, is right. or needs 
serious revision. 


The Laboratory Method ; 

“A suggestion has been made that we re- 
sort to the laboratory method and immediate- 
ly consider our problem to the end that we 
may effect such records so that a period of 
five or ten years will permit us to compare 
the experience of our various institutions. 
It is suggested that a uniform record should 
be prepared and kept, which would show: 
First, the date at which the account was 
obtained as new business; second, the date 
the account became active; third, the date 
of termination of the trust, such as its can- 
cellation, withdrawal or closing; fourth, the 
client’s estimated age at the date the ac- 
count was opened; fifth, his probable expec- 
tation of life; sixth, the probable duration 
of the trust; seventh, the estimated value 
of the property at the date the account was 
obtained; eighth, the value of the account 
when it became active; ninth, the value at 
any given time, say annually for the purpose 
of computation; tenth, anticipated fees to be 
collected; eleventh, the rate of fee at the 
acceptance of the account; twelfth, the rate 
of annual fee actually charged; thirteenth, 
the rate of fee charged at the expiration of 
the trust; fourteenth, an addition caption for 


any special fee items; fifteenth, the estimated 
present value of the account. 


What Results Should Indicate 

I believe that the records’ should also 
provide space to indicate the actual years 
in which it took the account to mature; the 
actual number of years the account re- 
mained on the books; and the number: of 
years an account remained inactive before 
revocation or. withdrawal. Columns should 
also be provided to show the actual fee col- 
lected for-each -year’ that the account re- 
mained -on.the books, together with another 
column indicating the cumulative fees to 
date. 


Such a record would then be manipulated 
so that each year’s production could be classi- 
fied according to future, active and closed 
business; that a single year’s production 
could be carried forward annually and the 
transition from future to active and -finally 
to closed business, would be accurately tabu- 
lated on the control cards. 

After five, ten or fifteen years, the results 
should indicate definite tendencies in all of 
these variable factors; should permit us to 
figure more accurately the present value of 
both present and future business; should 
show the worth of solicited business in re- 
lation to cost; and should assist us to con- 
trol the expense of securing new business 
within the limits of a reasonable profit to 
our trust companies. 

& & & 

M. K. Hunter has resigned from: the’ First 
National Bank of Atlanta to become presi- 
dent of the First National Bank & Trust 
Company of Macon, Ga. 

At Passaic, N. J., the Peoples Bank & 
Trust Company, the City Trust Company 
and the Lincoln National Bank have been 
merged with combined deposits of $20,000,000. 
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IMPORTANT PHILADELPHIA BUILDING 
OPERATIONS UNAFFECTED BY 
DEPRESSION 
In a survey of Philadelphia’s industrial 
development and opportunities, appearing in 
recent issue of The Girard Letter, published 
by the Girard Trust Company, the emphasis 
is placed on the fact that important build- 
ing and public improvement operations have 
not been curtailed by general business condi- 
tions. “It would be idle to say that Phila- 
delphia has not experienced business adjust- 
ment,” says The Girard Letter. “But Phil- 
adelphia has not curtailed building opera- 
tions, business expansions or new industrial 
developments. The South Broad Street Sub- 
way, the Locust Street Subway, the Ridge 
Avenue Subway, the Central City Concourse 
are now in process of construction. New 
bridges are being built over the Wissahickon 
and Schuylkill. New warehouses and docks 
are being added to the Delaware. The dredg- 
ing continues to keep the channel deep and 

wide. 

“The Pennsylvania Railroad is in the midst 
of a tremendous building operation as is the 
Baltimore and Ohio. New stations are being 
added to the Reading equipment and electri- 
fication is being extended. In the center of 
the city there is continual evidence of build- 
ing expansion. The new Girard ‘Trust Com- 
pany Building (recently completed), the Lin- 
eoln-Liberty Building, the Philadelphia Sav- 
ing Fund Building are under construction 
and are representative of Philadelphia’s new 
type of business. structure. Department 
stores are opening suburban branches or add- 
ing new buildings to their central city units.” 


Chemical Bank & Trust Company of New 
York has been appointed trustee under an 
issue of $5,750,000 of 5 per cent Mortgage 
and Collateral Trust Income Bonds due Janu- 
ary 1, 1967, of the Bolivia Railway Company. 





JOHN HANCOCK MUTUAL LIFE 

In an announcement to the field force, Pres- 
ident Walton L. Crocker of the John Han- 
cock Mutual Life Insurance Company of Bos- 
ton, advised that the general scale of divi- 
dends allowable upon individual policies in 
1932 will be maintained as heretofore. The 
Preferred Risk class will be entitled to a 
somewhat increased dividend. Group divi- 
dends will be computed as usual upon the 
Group experience. 

Another interesting announcement related 
to the withdrawal of the disability income 
feature on January first next. After that 
date the disability clauses in ordinary poli- 
cies will provide for waiver of premium only. 
The disability provision in Weekly Premium 
policies will not be changed at present. The 
existing policy provisions for double indem- 
nity or the payment of twice the policy 
amount in case of death by accident will 
also be maintained without change. 

A change is also being announced in con- 
nection with the limits of insurance on a 
single life. In the Ordinary department no 
more than $225,000 will be issued on any one 
life and the present limits on the older ages 
will be severely reduced. The maximum 
named will be available only on Limited Life, 
Modified Life and Endowment forms at ages 
25 to 45 inclusive. The maximum limit on 
Preferred policies will be $75,000, at ages 20 
to 54, and $45,000 at ages 55 to 60, inclusive 
of all existing insurance on this form. 

The John Hancock Company is also put- 
ting out on January first a new Retirement 
Fund Policy, providing primarily for an- 
nuities to the insured with contingent pay- 
ments to members of the family. 


Following merger with the Bank of 
America, N. A., the National City Bank con- 
ducts a total of eighty-one branches in 
Greater New York. 





TRUST COMPANY IN NATIONAL CAPITAL CONDUCTS 
UNIQUE STORAGE AND SHIPPING SERVICE 


MEETS NEEDS OF RESIDENTIAL CHANGES IN POLITICAL AND 
DIPLOMATIC CIRCLES 


C. A. ASPINWALL 


President of Security Storage Company, affiliated with American Security and Trust Company 
of Washington, D. C 


(Epiror’s NOTE: 


Coincident to periodical and frequent residential changes in the 


political and diplomatic life of the nation’s capital, there has grown up the necessity of 


unusual storage and shipping facilities. 


This has been met and anticipated by the Se- 


curity Storage Company organized under special charter provisions granted by Congress 
to the American Security and Trust Company. How this storage service is conducted, its 
wide national and international scope as well as innovations introduced, makes an inter- 


esting story.) 


SHORT time after the American Se- 

curity and Trust Company was in- 
A corporated in 1889, under the laws 
of the State of Virginia, some of Washing- 
ton’s business men interested in its success 
and growth and mindful of its unique situa- 
tion in the capital of the nation, realized the 
need of an institution organized and equipped 
for the purpose of caring for valuable house- 
hold goods, ete., belonging to the many per- 
sons in official, Army and Navy life, and be- 
longing to the leisure class temporarily domi- 


ciled in Washington. These men foresaw a 
demand for a service that would provide not 
only for capable, proper packing and storing, 
but for the moving to and from the various 
cities throughout the country and abroad. 


Special Act of Congress 


With this in view, a special act of Con- 
gress was obtained in 1890, and a new char- 
ter granted to the American Security and 
Trust Company by the United States Gov- 
ernment, which carried with it the privilege 


“Lirt’’ VAN SERVICE FOR OVERSEAS AND LONG DISTANCE SHIPMENTS OF HOUSE- 
HOLD GOODS, WORKS OF ART, ETC. 
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of doing a storage warehouse business, in 
addition to a general banking and trust busi- 
ness. The establishment of a storage depart- 
ment was unique among trust companies. 

A warehouse was erected in a most conve- 
nient and desirable location with its sepa- 
rate office and force—the third warehouse in 
the United States built exclusively for 
household goods. The wisdom of going into 
this type of business was proved by rapid 
growth. It grew to such large proportions 
that in 1907 the trust company divorced its 
storage department and incorporated it sepa- 
rately as the Security Storage Company, with 
the ownership remaining in the American Se- 
curity and Trust Company, where it is today. 

It has always been the aim of the man- 
agement. when as a department of the trust 
company and as a separate company, to give 
the utmost service; progressive methods have 
been employed constantly. The original ef- 
forts were confined to providing storage 
quarters for household goods, silverware and 
works of art only, but in the desire to meet 
the demands of the public, a cartage depart- 
ment was added, then packing and shipping, 
cold storage for furs and fabrics, automo- 
bile storage, foreign forwarding, insurance 
and “pool” car service to the Pacific Coast. 


Some Interesting Innovations 


The Security Storage Company has the 
distinction of having been the first to make 
use of refrigeration or cold storage as a 
means of protection against moths. Its cold 
storage department was started in 1895 at 


CAPACIOUS WAREHOUSE OF THE SECURITY STORAGE COMPANY OF 


WASHINGTON, D. C. 
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which time one room was refrigerated. Since 
then this department has grown until thir- 
teen large sections are used for the storage 
of furs, garments, rugs, tapestries, furniture, 
trunks of clothing, ete. All articles stored in 
this department are insured against moth, 
fire, theft and all other risks. 

The deposits come not only from Washing- 
ton and vicinity but from all parts of the 
country, from persons who have learned of 
the unusual security provided and that the 
furs and fabrics stored in this way last 
much longer. 

Another service originated by the Security 
Storage Company has extended its name and 
its field of usefulness far beyond the Capital. 
That is its “lift” van service inaugurated 
some years ago for overseas and long dis- 
tance shipments of household goods, works 
of art, ete. After considerable experimenta- 
tion the company ordered built for its use by 
the American Car and Foundry Company a 
number of steel removable van bodies of 600 
and 800 cubie feet capacity. These van bod- 
ies are handled on flat motor trucks and are 
loaded at the customer’s residence in the 
same manner that the long distance moving 
vans move customers goods from one city 
to another. At the freight station the van 
is lifted by the traveling cranes provided by 
the railroads, on to the freight car, and if 
the shipment is for an inland destination the 
railroad carries it to destination, and there 
the agent of the Security Storage Company 
trucks the van to the owner's residence. 

breaks the seal, unlocks the 
doors, and delivers the con- 
tents into the house. 


These vans for a number 
of years were used entirely 
by the Security Storage 
Company for its foreign 
business. Owing to its sit- 
uation in the national capi- 
tal the company developed 
a large amount of business 
among the Diplomatie 
Corps and the Security 
“lift” vans, as they are 
salled, were found to pro- 
vide unusual economy, as 
well as safety and conve- 
nience to persons obliged to 
move their household goods 
overseas. 


Fleet of “Lift”? Vans 


Within the last year or 
two this fleet of Security 
“lift” vans has been greatly 
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increased, and the use of the vans extended 
to domestic removals. The use of the Security 
steel “lift” vans provides the same conve- 
nience as is provided by long distance mov- 
ing vans beyond the economical range of the 
motor van. It has been found that motor 
vans are economical for moving household 
goods only up to 300 to 500 miles. Beyond 
that limit they become increasingly expen- 
sive for this class of freight, but the steel 
“lift” vans, however, which are left at des- 
tination with the agents and correspondents 
of the Security Storage Company until they 
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are required for another move, provide both 
economy and safety for household goods re- 
movals. Security (steel) vans are now 
available in New York, Boston, Philadelphia, 
Chicago, Los Angeles and most of the other 
large cities of this country and Europe. 

The Security Storage Company has a 
European office in Paris at 31 Place dt 
Marche St. Honore, to take care of the han- 
dling of its vans in the European zone, and 
it has agents in all the capitals and princi- 
pal cities. 


ODDITIES IN WILLS 


Search of testamentary tombs reveal many 
queer twists of people’s mind when they sit 
down to dispose of their worldly goods. Per- 
haps you, like many other people, have al- 
ways thought of wills as long. intricate legal 
documents, having about as much human 
interest as a ten year old volume of insur- 
ance statistics. That is really far from the 
case, for wills on record show many queer 
twists of people’s minds when they sit down 
to dispose of their worldly goods. 

Not long ago there was filed a will of six 
words, scribbled hastily on the margin of a 
daily market report four minutes before the 
testator died. The writer had just reached 
his office when he realized that death was 
near. On a convenient piece of paper he 
wrote “All I have belongs to Zulma.” and 
obtained the signatures of two business as- 
sociates as witnesses before he died. Thus 
he left his $200,000 estate to his house- 
keeper. 

The record for brevity is a will recorded 
in characters so small as to be decipherable 
only by a microscope. It was on the iden- 
tity dise of a British sailor lost at sea dur- 
ing the war. He willed his property ‘All to 
mother.” 

Law books record the case of an ultra 
patriot who bequeathed his body to a _ pa- 
triotic society with the instructions that his 
skin be tanned and stretched across a drum, 
that his leg bones be made into drumsticks 
and that one of his heirs should go to Bunker 
Hill monument every Fourth of July and 
play “Yankee Doodle” on the human drum 
head with the bone drumsticks. Less grue- 
some was the more recent case of a Pitts- 
burgh man who had his will tattoed on his 
back, a method which has its disadvantages 
when the will is filed for probate. 

“We are going to will one dollar and do 
hereby will it to Augusta’s most beautiful 
girl in 3923.” proudly asserted a_ liberal 


southern gentleman recently. How much 
will $1 amount to by 3923? The answer is 
$11.659,421.621,000,000,000.000,000,000,000,00 0, 
and Augusta’s most beautiful girl may re- 
quire a fleet of motor trucks to get the 
money to the nearest bank. 

The longest will on record was admitted 
to probate in London. It contained 1,066 
pages and 95.940 words, yet the value of the 
estate disposed of is only a little more than 
$100.000. The testator is the widow of the 
head of a well-known London drapery firm. 
Her will fills four bulky books, two of which 
contain more than 700 pages, and the others 
400 pages apiece. Each page is nine inches 
square. The official.copy of the will, which 
is required by law, will cost at the regular 
rate charged by typists nearly $400. In her 
will, the woman directed that her diaries 
be burned, her wedding ring buried with 
her, and her age be omitted from her tomb- 
stone.—(From Wisconsin Triangle, house or- 
gan of the First Wisconsin National Bank.) 


PENSION SYSTEM FOR CHASE NATIONAL 
EMPLOYEES 


The Chase Bank Club, comprising em- 
ployees of the Chase National Bank of New 
York and affiliates, held its annual meeting 
recently, following the election of officers. 
Approximately 3,000 people were present. 
Winthrop W. Aldrich, president of the bank, 
addressed the meeting and announced that 
the bank is considering the inauguration of 
a comprehensive pension and retirement sys- 
tem which will be most advantageous to 
Chase employees. Mr. Aldrich made it clear 
that the adoption of a pension system would 
be entirely independent of the bank’s policy 
of paying additional compensation to em- 
ployees when justified by current conditions. 
He stated that in view of present conditions 
the additional compensation plan would not 
be operative this vear. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


COMPROMISE OF CLAIMS 
(The Surrogate’s Court cannot com- 
pel an executor to join in a compromise 
of a claim against an estate.) 

In this case, a compromise agreement was 
made between a claimant against the estate 
and one of the two co-executors. The other 
executor refused to join in the agreement. 
In an action to compel the co-executor to 
join in the compromise agreement it was 
alleged that his refusal was prompted by ill 
will and bad faith. It was held that the 


surrogate had no power to require the co- 


executor to join in the compromise agree- 
ment. 

The court said: “We cannot, however, find 
in the statutes any grant of power to the 
surrogate to do more than authorize and 
approve a settlement willingly made thereto- 
fore by the personal representatives of the 
decedent. * * * If such power were held to 
exist, a testator’s personal representative 
might be required by the mandatory decree 
of a surrogate to settle claims against the 
estate believed by such executor to be un- 
founded, and the discretion of the surrogate 
would override and supplant the opposing 
judgment of the individual named in th? 
will to take charge of and administer a tes- 
tator’s property.—Matter of Leopold, Appel- 
late Division, Supreme Court, New York, No- 
vember 12, 1931. 


TERMINATION OF CONTRACTS 
(The death of the tenant will not ter- 
minate a lease for a dance hall unless 
specifically provided for.) 

The landlord presented a claim for the 
rent including that from the death of the 
tenant until the end of the lease term. The 
Orphans’ Court rejected the latter on the 
ground that inasmuch as the tenant was ex- 
perienced and of exceptional ability in the 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


conduct of dance halls it must have been in 
the minds of the parties that the tenancy 
should end with his death. 

On appeal, however, it was held that this 
conclusion could not be accepted. There was 
no suggestion that the tenant was the only 
man in the city who could successfully con- 
duct a dance hall. Undoubtedly every impor- 
tant business requires experience and a dance 
hall no more so than a hotel, an apartment 
house, a store, a theater, a moving picture 
house, a farm, a factory, or any other im- 
portant enterprise. A tenant can, but did not 
in this case, provide that the lease should 
end in the event of his death. It is a mere 
inference that the lease was made because of 
the tenant’s special experience and excep- 
tional ability. There was no proof that the 
landlord relied thereon in making the lease. 
On the other hand, a leasehold survives as an 
asset of the tenant’s estate——Estate of War- 
tanian, Pennsylvania, Supreme Court. De- 
cided November 23, 1931. 


CONTINGENCIES IN WILLS 
(A provision in a will covering con- 
tingencies arising in the event a son be- 
came unmarried is not void as against 
public policy.) 

Here the testator bequeathed to trustees 
for his son, a share in his estate, with di- 
rections to invest the same and to pay the 
income arising therefrom to him for life, 
with the remainder to his issue, and upon 
failure of issue to the other children of the 
testator. The will provided further, “In the 
event that my said son, Joseph E. Rininger, 
shall become unmarried, either through the 
death of his wife, Ada Rininger, or by 
process of law, I direct that my executors 
pay to him, absolutely and unconditionally, 
the entire funds held by them in trust.’ 

It was the contention of Joseph E. Rinin- 
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ger that this condition interferes with domes- 
tic tranquility by tending to induce divorce 
between him and his wife and that it was, 
therefore, illegal and void as against pub- 
lic policy.. He invoked the principle that, a 
condition which is calculated to make it to 
one’s interest, to procure a divorce or separa- 
tion, of husband and wife is void. 

It was. held, however, that in the will the 
outright -gift.is. not upon condition that the 
son shall be divorced, but in the event that 
he shall. become unmarried either through 
the death of his wife or by process of law. 
The court held that the testator was provid- 
ing for an alternative status for his son if 
he continued to-be married,.of an assured 
income..for himself .and..his wife; if, he be- 
came wifeless, then an assured income was 
not of such importance... If- the will merely 
provided for the contingency of diy orce and 
did.not express an intent to bring it about, it 

Jstate of Rininger, Pennsylvania 
Supreme Court, decided November 23, 1931. 


EXECUTOR AND TRUSTEE 
(Where the same person is named as 
executor and trustee, he is not charge- 
able as trustee until administration is 
completed. ) 


The estaté was largély indebted ‘and the 
executor applied the income from‘ the estate 
assets to the indebtedness instead of paying 
it to the -testator’s- wife -and children. ‘The 
latter brought suit alleging that the corporate 
fiduciary had mismanaged the business, and 
had ‘withheld income from. the beneficiaries 
contrary to the terms ‘of ‘the will. They 
sought ‘té. surcharge the’ fiduciary with the 
loss incurred in continuing the — testator’s 
business whieh it no longér showed an ade- 
quatéprofit,:and ‘petitioned for the fiduciary’s 
removal. The administration ‘of the estate 
had not then been completed. 

The court held that the fiduciary had not 
mismanaged the business, and had properly 
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continued to operate .the.‘business, though at 
a loss, since the will directed it so to do; 
that the direction fér the’ sale of the busi- 
ness. was directéd to the trustee, in which 
capacity the fiduciary was not yet acting; 
that the fiduciary had not been negligent but 
had prudently: disposed of the business at 
the best obtainable price; that the fiduciary 
was right in not disbursing the income of 
the estate to the beneficiaries, because a large 
part of the estate’s indebtedness was to the 
national government, and another large debt 
was for funeral expenses incurred at the 
instance of the beneficiaries, all of which 
claims were superior to those of the bene- 
ficiaries. The surcharge was refused and 
the court refused to remove the fiduciary.— 
First. Trust & Savings Bank vs. Henderson, 
Supreme Court, Florida, decided June 5, 1931. 


ADVANCEMENTS 

The testatrix devised and bequeath her 
residuary estate in trust to pay the income 
to her four children -for their lives with re- 
mainder to their issue, and in default of 
issue of any of.them in trust for the others, 
and in default of issue of all of them at the 
death of the survivor, to the heirs of the 
testatrix under: the intestate laws. By a 
codicil. she provided that money loaned by 
her to any of the children should be treated 
as advancements. Three of the children died 
childless and the surviving child, who had 
been loaned a substantial sum by the testa- 
trix during her lifetime, and had not repaid 
it, claimed that, as an advancement the sum 
so loaned should not carry interest. 

The court held, however, that while the 
effect of the codicil making such loan an ad- 
vancement was that such sum bear no in- 
terest during the lifetime of the testatrix, it 
did carry interest at the legal rate from the 
date when the estate should normally have 
been settled.—Stanton’s Estate, Orphans 
Court, Philadelphia County, Pennsylvania. 
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ESTATE TAX ON FUNDS OF ENTIRETY TENANTS HELD VALID 


On November 23d, the Supreme Court of 
the United States held valid the Estate Tax 
on funds held by a decedent and his wife as 
tenants by the entirety. The only contro- 
versy presented related to taxes levied and 
collected with respect to thirteen items of 
property, real and personal, concededly held 
by decedent and his wife as tenants by the 
entirety at his death in 1925. 

The thirteen items of property with re- 
spect to which the tax was imposed may be 
classified in three groups, (1) property held 
upon tenancies by the entirety created after 
the effective date of the Revenue Act of 1924, 
(2) property held upon tenancies by the 
entirety created after the Revenue Act of 
1916 and before the effective date of the 
Revenue Act of 1924, and (3) bank accounts 
opened in 1910 in the joint names of decedent 
and his wife, in which there were deposit 
balances at the date of his death. 

The district court accepted the contention 
of the taxpayer that the nature of the es- 
tate by the entirety, and particularly the 
interest in it of a surviving tenant, are such 
as to preclude the imposition of death or 
transfer taxes measured by the value of the 
interest, which ceases at the death of either 
tenant, and that the tax, if deemed to be 
upon property, is a direct tax not appor- 
tioned forbidden by Art. I, section 2, clause 
3, and section 9, clause 4, of the Constitution. 

After the decision of the district court 
this contention was considered and rejected 
in Tyler vs. United States, holding that a like 
tax imposed under section 202 (c), Rev. Act 
of 1916, was a valid indirect tax, measured 
by the value of the property, rights in which 
devolved upon the surviving tenant upon the 
happening of an event, the death of the other 
tenant by the entirety. 


The controlling force of that decision was 
acknowledged as to the items of property in 
Group (1), acquired after the passage of 
the taxing act, and as to them it was con- 
ceded that the tax was rightly levied. 


But it was urged that the tax imposed 
With respect to Groups (2) and (3) was 
invalid. As the creation of the tenancies by 
the entirety antedated the taxing act, and 
the earlier corresponding sections had been 
repealed, it was insisted that the statute is 
given a retroactive operation. 

Group 2. The tenancies in all of the items 
of the second group were created after the 
passage of the 1916 Revenue Act. Congress 
had by that act adopted a system of death 
taxes embracing as it lawfully might, es- 
tates by the entirety. Such estates are ap- 
propriate subjects of death taxes and the 
taxation of them is a suitable measure to 
prevent evasion of a system of taxation 
levied on estates passing at death by will 
or inheritance. 

The knowledge available before the crea- 
tion of the estate that it was embraced 
within an established taxing system and that 
its taxation, on the same basis and in the 
same manner as decedents’ estates, was an 
essential part of the system to prevent eva- 
sions, relieves the present tax of the objec- 
tion that it is arbitrarily retroactive. 

Group 3. Although the bank accounts were 
opened before the passage of the Revenue 
Act of 1916, the record did not disclose 
whether the deposits, which were the sources 
of the credits balances at the time of the 
decedent’s death, were made before or after 
1916. If after the tax was rightly laid, 
for the reasons already stated, which sup- 
port the tax with respect to the items in 
group 2. 
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GIRARD TRUST COMPANY OF PHILADELPHIA TAKES POSSESSION OF 
IMPOSING NEW BUILDING 


Occupying a dominant position in the 
heart of Philadelphia’s business and finan- 
cial section, the recently completed Girard 
Trust Company Building marks another step 
in the progress of the Girard Trust Com- 
pany which will celebrate its one hundredth 
anniversary in March, 1936. The new thirty- 
story structure at the southwest corner of 
Broad street and South Penn Square rounds 
out the holdings and groups of architectur- 
ally united buildings on the commanding 
block on Broad from Chestnut to South Penn 
Square. This latest construction completes 
an extensive building plan which has been in 
contemplation for many years. 

It was in 1908 that the Girard Trust Com- 
pany took up its home in the classic build- 
ing at the northwest corner of Broad and 
Chestnut street which was hailed as one of 
the most artistic banking homes in the world 
with its impressive dome modeled on the 
lines of the Pantheon in Rome. In assembl- 
ing properties on this site in 1901 the com- 
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pany acquired sufficient area to permit, sub- 
sequent to the completion of the main build- 
ing, the erection of the Morris Building on 
Chestnut street. In 1925 the South Penn 
Square holding was utilized for an addition. 
In the Spring of 1930 the company pur- 
chased the building and site on the Broad 
street corner of South Penn Square, thus per- 
mitting the realization of its building plans 
and taking care of constant demands for ad- 
ditional space. 

The construction of the new building was 
completed in record time of less than one 
year, allowing for the demolishing of the 12- 
story structure which stood on this site. The 
entire exterior is of Georgia marble and 
designed along classic lines to harmonize with 
the present Girard Trust Company main 
building. The first eight as well as the 29th 
and 30th floors are occupied by the company 
in addition to the present quarters in the 
imposing old home. 

The Girard Trust Company is typical of 
the highest type of trust company develop- 
ment in the United States. Organized in 
1836 it is the second oldest trust company 
in Philadelphia and one of the pioneer trust 
companies of the country. Its remarkable 
growth has been achieved without the aid 
of any merger or consolidation with any oth- 
er bank or trust company. During its nearly 
one hundred years of service it has had only 
five presidents, namely, Benjamin W. Rich- 
ards, Thomas Ridgway, John B. Garrett, Ef- 
fingham B. Morris and the president encum- 
bent, Albert A. Jackson. It is worthy of spe- 
cial note that the Girard, immediately after 
its incorporation, paid a first dividend in 1837 
and that notwithstanding panics and finan- 
cial upheavals in the country, there has been 
only one break in the dividend record—that 
of a semi-annual disbursement in 1842. As 
of September 29, 1931, the company reported 
capital of $4,000,000 with surplus and un- 
divided profits of $18,023,000 and deposits of 
over $92,000,000. It is in its trust adminis- 
tration that the Girard, however, has acquired 
a dominating position with a recent report 
showing trust funds of $841,000,000 and cor- 
porate trusts of $1,476,000,000. In present- 
ing the ninety-fourth annual report for the 
fiscal year ended November 29, 1930, Presi- 
dent Jackson reported larger net profits for 
any year except for the high record of 1929. 
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CHASE NATIONAL BANK OF NEW YORK ABSORBS AMERICAN EXPRESS 
BANK AND TRUST COMPANY 


In pursuit of its policy of concentrating 
under one corporate organization of business 
activities of the same nature, the Chase 
National Bank of New York announces plans 
for absorption of the American Express Bank 
& Trust Company and its afliliates. Acqui- 
sition of the banking business of the Ameri- 
can Express Bank & Trust Company will not 
be accompanied by any increase in capital 
stock of the Chase, as the merger will be 
effected on a cash basis, the stockholders of 
the American Express Bank & Trust Com- 
pany receiving $160 per share. The con- 
solidation will be effected through a merger 
of the American Express Bank & Trust Com- 
pany with the Equitable Trust Company, a 
Chase affiliate for the purpose of preserving 
under a trust charter the trust business of 
the American Express Bank & Trust Com- 
pany. The general banking assets of the 
American Express Bank & Trust Company 
will be subsequently transferred to the Chase 
National Bank. 

The American Express Bank & Trust Com- 
pany began business in April, 1930, with 
opening deposits of approximately $6,000,000, 
and developed rapidly, reporting deposits one 
year ago on September 24, 1930 of $19,000,- 
000, and on September 30, 1931, its last pub- 
lished statement date, of $25,032,000. It re- 
ported on its last statement date total re- 
sources of $46,919,000, with a capital of 
$10,000,000 and surplus and undivided profits 
of $5,531,000. 

Although the banking activities of the 
American Express Bank & Trust Company 
have been devoted to the development of 
business in the domestic banking and trust 
fields, it was originally organized to become 
active in the foreign field, and to supplement 
the financial services of the American Ex- 
press Company. The subsequent merger of 
the Chase National Bank with the Equitable 
Trust Company and the acquisition thereby 
of established foreign facilities in Europe 
and Far East have made unessential the de- 
velopment of the American Express Bank & 
Trust Company in the foreign field. 

The present move is in line with previous 
steps of concentration taken by the Chase 
National Bank interests. In July of this 
year, the securities distributing business of 
Chase Securities Corporation and of Harris 
Forbes & Company, which was acquired by 


the Chase interests in August, 1930, were 
consolidated under the name of Chase Harris 
Forbes Corporation, and more recently the 
foreign banking business of Equitable East- 
ern Banking Corporation, one of the Chase 
affiliates acquired in connection with the 
merger with the Equitable Trust Company, 
was combined with that of the Chase Bank, 
another of the Chase affiliates operating in 
the foreign banking field. 

The proposed change does not in any way 
affect the activities or organization of the 
American Express Company, which will con- 
tinue its operations as heretofore in the 
travel cheque, foreign remittance, travel and 
foreign shipping fields. The general banking 
business now conducted by the American Ex- . 
press Bank & Trust Company at 65 Broad- 
way will be continued as the American Ex- 
press Branch of the Chase National Bank 
under the direction of a personnel composed 
of its present officers and staff, who will 
join the Chase National Bank organization. 
The members of the present board of direc- 
tors of the American Express Bank & Trust 
Company will continue as an advisory board 
of the branch. 

Medley G. B. Whelpley, now president of 
the bank, has been admitted to partnership 
in the firm of Guggenheim Brothers, but is 
continuing his interest in the business of the 
branch in the capacity of chairman of the 
advisory board. 


STATE-PLANTERS BANK RECEIVES TRIB- 
UTE FROM FAR-AWAY JAPAN 


The State-Planters Bank & Trust Company 
of Richmond, Va., recently received the fol- 
lowing letter from S. Kawada, president of 
the Osaka (Japan) University of Commerce: 

“T wish to inform you that the Osaka Uni- 
versity of Commerce was established on 
April of 1928 as a municipal undertaking of 
Osaka and as the president of this univer- 
sity, I, Shiro Kawada, Professor of Econom- 
ics, Kyoto Imperial University, was ap- 
pointed. 

“The Publications (especially “The State- 
Planters Estate Planning System,” “Living,” 
“A Will: Why and What Kind?’ and “Over- 
coming Uncertainties”) of your company are 
indispensable for professors and students of 
this university.” 
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NEW ALIGNMENT AND OFFICIAL CHANGES IN THE MANHATTAN 
GROUP OF NEW YORK 


Following recent meetings of the boards of 
directors of the Manhattan Compuny, the 
Bank of Manhattan Trust Company and the 
International Acceptance Bank, Ine. uan- 
nouncement was made of the relinquishment 
of the activities of the International Man- 
hattan Company, Inc., as a security distribu- 
tion unit and the transfer of such of the 
business of this affiliate to the Bank of Man- 
hattan Trust Company as may be consistent 
with the most conservative trust company 
practice. Although the activities of the In- 
ternational Manhattan Company, {fnc., have 
been satisfactory this step was taken to meet 
demands of sound policy in separating securi- 
ties affiliates from the functious of banks of 
deposit and fiduciary duties. 

In explanation of this move the following 
statement was issued: 

“After mature deliberation, the conclusion 
has been reached that it is to the best inter- 
ests of the group to follow the trend of opin- 
ion strongly expressed in some quarters to 
the effect that deposit banks should not have 
affiliated securities companies. The Inter- 


national Manhattan Compan), Incorporated, 
has operated successfully and in every sense 
satisfactorily during most difficult times. 
After writing all securities down to market, 
its capital and surplus of $2,200,v00 are un- 
impaired, but it is felt that the mere exist- 
ence of a securities affiliate, no matter how 
carefully and conservatively run, is incon- 
sistent with the best interests of the trust 
company and, therefore, of the group as a 
whole. Accordingly. the Bank of Manhattan 
Trust Company will carry on such of the 
activities of the International Manhattan 
Company, Incorporated, as are consistent 
with the most conservative trust company 
practice.” 

A number of important official changes 
were made at recent reorganization meetings 
of the Manhattan Company including elec- 
tion of F. Abbott Goodhue as president of the 
Bank of Manhattan Trust Company. The 
principal changes were as follows: Eleva- 
tion of J. Stewart Baker from president of 
the Bank of Manhattan Trust Company to 
vice-chairman, and his election as vice-chair- 
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man of the board of the parent company, the 
Manhattan Company, a new post; election of 
F. Abbott Goodhue as president of the Bank 
of Manhattan Trust Company, and his ele- 
vation from president of the International 
Acceptance Bank, Inc., to that of vice-chair- 
man; election of James P. Warburg, who has 
been president of the International Manhat- 
tan Company, to the presidency of the Inter- 
national Acceptance Bank. 

Paul M. Warburg was re-elected chairman 
of the board of the directors of the Man- 
hattan Company and P. A. Rowley was re- 
elected president. B. D. Forster, for many 
years a vice-president of the Bank of Man- 
hattan Trust Company, was elected to the 
board of directors of that institution. Ste- 
phen Baker continues as chairmun of the 
Bank of Manhattan Trust Company and Paul 
M. Warburg as chairman of the International 
Acceptance Bank, Inc., as well as his post 
of chairman of the Manhattan Company. 


ADMONITION REGARDING UNSECURED 
BANK LOANS 

Lack of collateral and unsecured loans are 
largely prevalent in smaller banks, accord- 
ing to Oscar Nelson, Auditor of Publie Ac- 
counts of Illinois, who says: 

“The old instructor ‘Experience’ should 
have taught the lesson of obtaining collateral, 
where possible, by this time. Customers 
often can furnish satisfactory security, as 
the banker will find upon inquiry, but he 
will not know of the customers’ ability un- 
less he requires a financial statement or 
makes a personal request. 

“In response to suggestions or requests from 
the Department, the banker often replies that 
he ‘has secured a certain obligation by ob- 
taining the endorsement of some financially 
responsible party. If the endorser is inter- 
ested in a financial or business way with the 
maker of the note, such endorsement may 
prove satisfactory in all of its arrangements, 
but if no real consideration exists for such 
endorsement some enmity may be engendered 
when the bank forces collection from the en- 
dorser. Preferably, collateral should be ob- 
tained if possible. Frequently, loans have 
been negotiated by banks with customers 
whose credit statement could not command 
the loan, but it was made with the hope of 
obtaining security by the addition later of 
the signature of some friend or relative 
whose credit justifies the loan. 

“Ask for security by calling in the cus- 
tomer and talking as lender to borrower.” 


Ira J. Porter has been elected treasurer of 
the Louisville Trust Co. of Louisville, Ky. 
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ABSORPTION OF BANK OF AMERICA, N. A., BY NATIONAL CITY BANK 
OF NEW YORK 


Another one of the nation’s oldest and his- 
toric banks vanished from the scene when 
on November 28th, the Bank of America, 
National Association of New York merged 
its identity into that of the National City 
Bank. The passing of the old Bank of 
America established in 1812 as successor of 
the First Bank of the United States, was 
marked without ceremonial or reminiscence. 
The consummation of the merger followed 
within a few days of the formal approval of 
merger plans by the shareholders of the re- 
spective banks. On the basis of September 
30th official reports the combined resources 
would appear as $2,103,186,000 with deposits 
of $1,569,838,000 as compared with resources 
of $2,215,112,000 and deposits of $1,670,000,- 
000 reported on the same date by the Chase 
National Bank as the largest bank of the 
nation. 


No figures as to the comparative position 
of the National City and the Chase National, 
following the absorption of the Bank of 
America by the former, will be available until 
the next official report is called for. The 
first weekly Clearing House statement, fol- 
lowing the formal consolidation of the Bank 
of America with the National City showed 
net average time and demand deposits of $1,- 
225,884 as compared with $1,229,672,000 re- 
ported in the same statement by the Chase 
National. Cognizance must be taken, how- 
ever, of the fact that the Clearing House 
figures of net deposits provide for deduc- 
tions which do not appear in official reports 
of larger gross deposits. 


In connection with the merger the capital 
of the National City Bank has been increased 
from $110,000,000 to $124,000,000, although 


total capital funds of the Bank of America 
prior to the merger were given as nearly 
$70,000,000. Of the increase of 482,607 new 
shares of the National City to provide for 
the merger, 700,000 were supplied by the 
bank and the remainder by the National 
City Company. The merger on November 
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28th embraced banking assets and did not in- 
clude trust business of the Bank of America 
which was segregated and transferred to the 
state-chartered Bank of America Trust Com- 
pany, preliminary to combining such trust 
assets with the business of the City Bank 
Farmers Trust Company, as affiliate of the 
National City Bank. 

Announcement has been made of the elec- 
tion of John E. Rovensky and Elmore F. Hig- 
gins, vice-presidents of the Bank of America, 
as vice-presidents of the National City Bank. 
Edward C. Delafield, president of the Bank 
of America since 1920 will become a vice- 
president of the City Bank Farmers Trust 
Company upon the merging of the trust busi- 
ness of the Bank of America Trust Company. 


IMMEDIATE DETECTION OF FORGERIES 

A remarkable new instrument has been 
invented in Berlin, Germany, by Alexander 
Callo, by use of which a forgery can be 
instantly and unmistakenly detected. The 
instrument somewhat resembles a photograph 
apparatus. When opened it reveals an inner 
arrangement, containing a three-cornered box 
with an opening behind which the object to 
be tested is placed. A mere glance reveals 
quite clearly any alteration which may have 
been made in the writing. 


oe PRESIDENT 
HOTEL 


APARTMENTS 


on the Boardwalk 


Atlantic City 


500 
ROOMS 


with 
Salt Water Baths 


REDUCED FALL AND WINTER RATES 


AMERICAN AND EuROPEAN PLANS 


Sea Water Swimming Pool 
Concert Orchestra 
Turkish and Cabinet Baths 
Spacious Sun Deck 


Also beautifully furnished apartments 
by the week, month or year. 





AIR MAIL EXCHANGE AND REMITTANCES 


Foreign exchange dealers are accustomed 
to thinking in terms of three kinds of ex- 
change, namely, cable, sight and ninety days. 
Among the innovations brought about by the 
regularity and safety of air mail transport, 
is the need of a fourth type of exchange, 
namely air mail exchange. While air mail 
is increasingly employed for the transmission 
of bank items and to reduce the so-called 
“float,’’ the merchant in making remittances 
obtains the benefit of speedier service. For 
example, with the difference of ten days in 
the transit of correspondence from Valpa- 
raiso to New York—sixteen days by steamer 
sailing fortnightly and six days by United 
States mail plane flying twice a week, it is 
obvious that the banker who sells his draft 
in Valparaiso will lose ten days’ interest on 
his money, on which he had not calculated, 
if the client sends the draft by air mail. 

Discussing the subject of “Air Mail BHx- 
change,” Bois C. Hart, vice-president of the 
National City Bank of New York, says: 


“In the early days of air transport it was 


very exceptional if a merchant risked his 
remittance draft in the air mail, but with 
the everyday, matter-of-factness of its regu- 
larity, he apparently considers there is no 
greater risk in sending his payment air mail 
than through the regular channels of cor- 
respondence. Bankers have attempted to 
meet this problem by stamping on the draft: 
that the advice of the same was sent by 
steamer, it being a general banking custom 
that the draft would not be paid until the 
bank on which it was drawn had received ad- 
vice of its issuance. 

“This procedure is causing a vast amount 
of irritation and unnecessary work and cor- 
respondence on the part of banks, remitters 
and the recipients of the drafts. The mer- 
chant who was enterprising enough to send 
his remittance by air mail should receive the 
corresponding credit and approval from his 
creditor. Some foreign markets have al- 
ready established an air mail rate, and with- 
out doubt, within a short time, it will become 
a universal custom.” 
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A typical Louisiana pecan orchard 
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Louisiana's 1930 pecan crop amounted to 
3,750,000 pounds, with a retail value in 
excess of $1,250,000. 

Louisiana soil is particularly adapted 
to the growing of pecans. Last year’s 
crop was greater than that of 1929 and the 
crop this year will be substantially aug- 
mented by more than 75,000 young trees 
which begin to bear this season. 
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TRADITIONS OF LIFE INSURANCE INVESTMENT 


William A. Law, president of the Penn 
Mutual Life Insurance Company of Phila- 
delphia, in summing up an admirable ad- 
dress on “Life Insurance Investment Trends 
and Traditions,’ at the annual convention 
of the Association of Life Insurance Presi- 
dents, said: 

“During the last three years the liquidity 
of life insurance assets has met a most un- 
usual test. Liquidity is the combined result 
of premium incomes spread over a wide 
population area, diversity of interest-bearing 
obligations with maturities occurring at fre- 
quent intervals, and also of substantial hold- 
ings of the World’s premier security—United 
States Government bonds. Our government 
issues not only enjoy the broadest and read- 
iest cash market, but through existing pro- 
visions of the Federal Reserve System their 
exceptional liquidity is enhanced to an even 
higher degree, as they are eligible collateral 
for loans to any member bank. 

“We may sum up the tradition of life in- 
surance investment as follows: 

The tradition of priority of liens, supported 

by reasonable earnings, strong ownership 
and ample equities. 


The tradition of invariable amortization of 
mortgage loans, correcting changes or 
overestimates in market value. 

The tradition of diversification of invest- 
ments, as to general character, location, 
and number. 

The tradition of constant 
criticism of holdings. 

The tradition of moderation as to income 
yield being an accurate yard-stick of 
quality. 

The tradition of honest charge-offs at fre- 
quent intervals, correcting errors of 
judgment. 

The tradition of courageous activity, at- 
tacking new and difficult problems with 
vigorous and resourceful confidence. 


analysis and 


“As Francis Bacon wrote, ‘The virtue of 
prosperity is temperance. The virtue of ad- 
versity is fortitude.’ Once again the institu- 
tion of life insurance has been tried and has 
not been found wanting. Through epidemic 
of disease or business depression it stands 
firm and untroubled. It spreads its protec- 
tion and benefits ‘as the shadow of a great 
rock in a weary land.’” 
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MERGER OF THE CHATHAM PHENIX NATIONAL BANK AND TRUST 
COMPANY WITH MANUFACTURERS TRUST COMPANY OF NEW YORK 


An important development in the New York 
banking field is the announcement of plans 
for the merger of the more than a century 
old Chatham Phenix National Bank & Trust 
Company with the Manufacturers Trust Com- 
pany, creating a combined institution with 
resources of more than $550,000,000 and de- 
posits in excess of $400,000,000 with capital 
of around $41,000,000. The basis of consoli- 
dation has been approved by the respective 
boards of directors, subject to ratification by 
stockholders. The title of Manufacturers 
Trust Company will be retained. This mer- 
ger is generally regarded with satisfaction 
in New York financial and banking circles. 

According to the formal statement, Har- 
vey D. Gibson, president of the Manufactur- 
ers Trust Company will become chairman of 
the board and president; Louis G. Kaufman, 
for many years president of the Chatham 
Phenix will be chairman of the executive 
committee and Henry C. Von Elm, former 


Louis G. KAUFMAN 


Who will be Chairman of the Executive Committee of the 
consolidated Manufacturers Trust Company and the 
Chatham Phenix National 


president and now vice-president of the 
Manufacturers will be vice-chairman of the 
board. The board of directors of the merged 
bank will be reconstituted and include mem- 
bers of both boards. A new name is also to 
be adopted and announced later. The Super- 
intendent of Banks of New York has ap- 
proved the merger and similar approval is 
anticipated from the Comptroller of the Cur- 
rency. It is expected that all legal steps will 
be completed by February. 

The terms of the merger involve the cre- 
ation of 546,750 shares of new stock of the 
Manufacturers Trust Company of a par value 
of $25 to be issued in exchange ror 810,000 
shares of the stock of the Chatham Phenix 
National Bank & Trust Company, now out- 
standing, of a par value of $20 per share. 
The stockholders of the Manufacturers Trust 
Company will retain their present holdings 
of 1,100,000 shares. Under these terms the 
stockholders of the Chatham Phenix will re- 


Harvey D. GIBSON 


Who will be Chairman and President of the consolidated 
Manufacturers Trust Company ~~ the Chatham Phenix 
ationa. 
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: Ti in personal 
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research . . . No securities merchan- 

dised .. . Continuity of independence 
and policy .. . Personal attention by 
senior officers to business of clients 

. . . Checking accounts and time de- 


posits not involving lines of credit. 
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ceive at the rate of one share of Manufac- 
turers for each one and a half share of the 
former. 

In placing the combined resources of the 
united bank at $550,000,000 aud deposits at 
$400,000,000 allowance is made for normal 
duplications and loss attending practically 
every bank merger. On the basis of the latest 
official financial statements as of September 
30th, the two banks had resources of $594,- 
418,000 and deposits of $414,708,000. It is 
of interest to note that whereas the deposits 
of the Manufacturers since the first of the 
year have shown substantial increase of 38 
per cent those of the Chatham Phenix have 
decreased 32 per cent, reflected also in 
counter sales of stocks of both banks. 

This merger another tribute to 
the genius and leadership of Harvey D. Gib- 
son, whose career in Wall street has been a 
brilliant one. Last January when the Manu- 
facturers Trust Company was in difficulties 
following the collapse of the Bank of United 
States. Mr. Gibson together with associates 
purchased from the Goldman Sachs Trading 
Corporation the controlling stock in the 
Manufacturers. Mr. Gibson relinquished his 


serves as 


official association of many years with the 
New 


York Trust Company to ussume the 
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presidency of the Manufacturers Trust Com- 
pany and under his leadership the Manufac- 
turers Trust Company has acquired a strong 


position. It was also due to the confidence 
reposed in Mr. Gibson by important banking 
interests of this city that the Manufacturers 
Trust Company became the vehicle of tak- 
ing over for liquidation a number of closed 
New York City banks, thus affording relief 
to depositors. Other smaller banks have also 
been absorbed by the Manufacturers during 
the year, giving stability and renewed con- 
fidence in the banking situation. 


HENRY C. VON ELM 


Who will be Vice Chairman of the Board of the combined 
Chatham-Phenix National Bank and Trust Company and 
Manufacturers Trust Company 


The Chatham Vhenix National Bank & 
Trust Co. traces its corporate existence back 
to 1812 as the Phenix Bank. The Manufactur- 
ers Trust Company was organized in 1905 
as the Citizens Trust Company which was 
founded by Nathan S. Jonas, who was for 
many years the president. A feature of both 
the merging institutions has been their 
branch banking expansion. The Chatham 
Phenix was the first national bank in New 
York to establish branches and also the first 
national bank in this city to receive author- 
ity to incorporate the words “trust company” 
in its title. The merger also brings together 
large volumes of individual and corporate 
trust business. 
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The dollar you SPEND now 

is worth $1.50 
The dollar you SAVE now 

is worth 75c. 


A tor of people feel just now like 
the old Negro who came to the 
crossroads and saw one sign point- 
ing to heaven and another sign 
pointing to hell. He shook his head 
and said to himself, “Ef Ah goes to 
Hebben, gotta fly all the while; ef 
Ah goes to Hell gotta jump all the 
while. Ah giss Ah’ll jes’ set here an’ 
rest mahse’f.” 
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But resting is rusting. This is true 
of dollars. 


Ir those of us who have money just 
leave it to rest—the wheels of in- 
dustry keep on rusting. Wheat and 
cotton and corn keep on piling up 
in warehouses. Our neighbors keep 
on hunting for jobs that don’t exist. 


Now, it’s wrong to spend our dollars 
foolishly, just for the sake of spending. 
But a lot of us are saving dollars 
foolishly—just for the sake of saving 
—without realizing that the dollar we 
save today has a decreased earning 
power compared with the dollar we 
saved in 1929. But the dollar we spend 


today is worth $1.50 in value received. 


Mosr prices are way down—further 
down than they were even in 1921. 
This is the greatest buying time we'll 


see again for many years. Pretty 


soon, these prices are going to start 
up—some prices have already started 
up. When they do, we'll have to pay 
more for the things we need right now. 
We shall have lost the chance to get 
that new suit or dress or chair or bed 
or radio or automobile—at a bargain ! 


Besipgs, if we buy these things now, 
we'll put somebody to work who needs 
a job even worse than he needs char- 
ity. If we put him to work, he can buy 
the things we make or sell, and that 
will help as. 


THE NATIONAL PUBLISHER’S ASSOCIATION 


“To use available income to purchase goods normally needed and in the replacement of which labor 
is employed, is a condition precedent to any hopeful program to constructively increase employment.” 
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$6,800,000.00 


Capital andSurplus - - 
$38,500,000.00 


Assets over i 


FOUR BRANCHES 
Interest paid on checking accounts 


AN EXPRESSION OF FAITH AND 
CONFIDENCE 

It is inspiriting in these days when there 
is such prevailing doubt and gloom to come 
across an expression of unabated confidence 
toward the future as conveyed by Kenneth 
K. McLaren, president of the Corporation 
Trust Company of New York in commenting 
in the current issue of the company’s jour- 
nal on the nearly two score services of his 
organization, as follows: 

“On December 4, 1942, we shall celebrate 
our semi-centennial. Perhaps by then we 
shall begin to feel as old in years as we now 
consider ourselves old in experience. An ex- 
perience of thirty-nine years is ours. Our 
original charter was filed on December 4, 
1892. Friday, December 4, 1931, was our 
thirty-ninth birthday. We are as enthusias- 
tic in our work as at the beginning. Youth, 
with its exuberance of energy and ambition, 
we still enjoy. Virility and strength have 
increased with the years. How do you in- 
tend to feel at 39—or, perhaps, how did you 
feel at 39? Well, that’s the way we feel. 
Young, but not too young. Old, but not too 
old. Heir to, yes, but not possessed of, the 
wisdom of the ages (we are far too wise to 
make claims in that direction), but pos- 
sessed of the cumulated knowledge of the 
thirty-nine years of devotion to a special line 
of work. And several of our personnel who 
were “in” at the start, and many who came 
to us soon thereafter, are with us yet, and 
as actively engaged in our concerns as ever. 

“The present which until now was the fu- 
ture will quickly become the past. Today, the 
sun is shining; in retrospect we know of no 
day when ’twas otherwise; the rule will hold 
—so each day with unabated confidence we 
await the morrow, so soon to become yester- 
day, not doubting that then the sun will be 
shining still.” 
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A FEDERAL CORPORATION 


Union Trust Company 
OF THE DISTRICT OF COLUMBIA 
Capital - = «=  $2,000,600.00 
Surplus and Undivided Profits - 870,000.00 
OFFICERS 
EDWARD J. STELLWAGEN......cccccccccce President 
GEORGE E. HAMILTON...... Vice-President, Attorney 

and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 
WALTER S. HARBAN Vice-President 
Epwarp L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Epson B. OLps Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON.......... Assistant Treasurer 
S. WiILL1AM MILLER Assistant Treasurer 
G. ELMER FLATHER Assistant Treasurer 
WituiaM S. Lyons Assistant Secretary 
J. WESLEY CLAMPITT, JR.........Assistant Secretary 
WILLarpD G. McGraw Assistant Secretary 


A MESSENGER OF CONFIDENCE 

There is probably no newspaper advertise- 
ment bearing a bank or trust company sig- 
nature, published anywhere this year in the 
United States, which has commanded such 
wide attention and which has served such 
good purpose in contributing to renewed con- 
fidence and faith in the restoration of busi- 
ness, as the advertisement published by the 
Mercantile-Commerce Bank & Trust Com- 
pany of St. Louis some weeks ago, bearing 
the intriguing legend: “Read All of This— 
or None.” Favorable comment was so wide- 
spread and so numerous were requests for 
copies of the ad from all over the country 
that the Mercantile-Commerce provided 
copies neatly folded in pamphlet form. Many 
thousands of this pamphlet have been dis- 
tributed. 

This advertisement bearing the heading, 
“Read All of This—Or None,’ reproduced 
verbatim an editorial which appeared in 
Harper’s Weekly on October 10, 1857, de- 
scribing the gloomy economic conditions of 
that period. When one began to read, his 
first impression was that present-day condi- 
tions were being described and that any in- 
stitution bold enough to publish such a pes- 
simistie picture should be severely criticized. 
But warned by the heading to “Read All or 
None,” the reader soon discovered that he 
had been reviewing the economic disturbances 
of 1857 instead of 1931, and that below the 
seventy-four-year editorial was the assur- 
ance that seventeen months after the article 
was published, business was back at normal 
again. It was further emphasized that every 
depression has been followed by recovery and 
an era of prosperity. 


The Lincoln Bank and the Erie Trust 
Company of Erie, Pa., have been merged. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $4,870,000 


OFFICERS 
H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 


JOHN W. MARSHALL ASST. TO PRES. 
H. H. M. LEE ° © - VICE-PRES. 
ANDREW P. SPAMER °- 2D VICE-PREsS. 
JOSEPH B. KIRBY- 3RD VICE-PRES. 
WILLIAM R. HUBNER - - 4TH VICE-PRES. 
GEORGE B. GAMMIE- - ° TREASURER 
REGINALD S. OPIE - Asst. V.-P. & Asst. SEC. 
GEORGE PAUSCH © -- ASST. V.-P. & SECY. 
ALBERT P. STROBEL * REAL ESTATE OFFICER 
JOHN W. BOSLEY ~- ASST. TREAS. & ASST, SEC. 
EDGAR H CROMWELL - ASST. TREAS. & ASST. SEC. 
ANDREW H, TROEGER - - ° AssT. TREAS. 


J. EDWARD KNAPP - ASST. TREAS. 
THOMAS B. BUTLER ASST. TO 3RD VICE-PRES. 
ROBERT B. CHAPMAN og AssT. SEc. 
1. CAMPBELL CONNOR : - ° AssT. SEC. 
ROLAND L. MILLER - *- CASHIER & AssT. SEC, 
MAURICE J. NELLIGAN - AssT. CASH, & ASST. SEC. 
HARRY E. CHALLIS e ° - ASST. CASHIER 
RAYMOND E. BURNETT °- sa = - AUDITOR 
HOWARD W. BAYNARD e a ASST. AUDITOR 
JAMES S. ASHER - - . - ASST. AUDITOR 
CHAS. F. LECHTHALER ASST. REAL EST. OFFICER 
CHALMERS S. BRUMBAUGH - - STATISTICIAN 


DIRECTORS 


H. WALTERS 
WALDO NEWCOMER 
NORMAN JAMES 


BLANCHARD RANDALL 
EDWIN G. BAETJER 





RUDOLPH S. HECHT COMPLETES TWEN- 
TY-FIVE YEARS WITH HIBERNIA 

As chairman of the Economic Policy Com- 

mission of the American Bankers 

tion, Rudolph S. Hecht, president of the 

Hibernia Bank & Trust Company of New 

Orleans, has come to be accepted as one of 


Associa- 


the leading spokesmen of the prevailing judg- 


RuDOLPH S. HECHT 


President of the Hibernia Bank and Trust Co. of New 
Orleans, who recently completed his 25th year of service 
with that institution 


SAMUEL M.SHOEMAKER JOHN J. NELLIGAN 


J. EDWARD JOHNSTON 
HOWARD BRUCE 
MORRIS WHITRIDGE 


JOSEPH B. KIRBY 
ROBERT GARRETT 


ment of the banking profession on vital prob- 
lems of banking and economic nature. His 
reports have sounded the keynotes at recent 
national conventions of bankers. His vigor- 
ous and incisive conclusions have invariably 
commanded respect. 

Mr. Hecht’s career is of the type which 
furnishes inspiration and example to ambi- 
tious young bankers. On November 2d of 
this year he completed twenty-five years of 
continuous association with the Hibernia 
Bank & Trust Company, signaling his ad- 
mission with appropriate ceremony to mem- 
bership in the Quarter Century Club of that 
institution. The occasion also served to re- 
eall his rise from humble clerkship, his dili- 
gence and fine manly principles in private 
and public conduct. Prior to coming to New 
Orleans he served the earlier years of his 
apprenticeship with the Commercial National 
Bank and the National Bank of the Repub- 
lic in Chicago. There he took an active part 
in nursing the American Banking Institute 
during its infancy. On November 6, 1906 he 
arrived at the Hibernia in New Orleans as 
a clerk in the foreign department. His rise 
was rapid. From manager of the foreign 
department he became successively trust offi- 
cer, bond department manager, vice-president 
and at the age of thirty-three became presi- 
dent. While his achievements at the Hi- 
bernia are sufficient tribute, his distinguished 
services to civic and public works in the 
development of New Orleans marks him as 
one of the leaders of the Crescent City. 
Throughout his career Mr. Hecht has followed 
the one formula—‘Hard work, diligent and 
conscientious attention to every duty, large 
or small.” 
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Thoroughly organized to handle your Baltimore 
Banking and Fiduciary Business 
promptly and effectively 


MARYLAND TRUST COMPANY 


Main Office: N. W. Cor. Calvert and Redwood Streets 
BALTIMORE 


RESOURCES IN EXCESS OF $40,000,000 
MEMBER FEDERAL RESERVE SYSTEM 














COOPERATIVE EFFORT AMONG TRUST 
OPERATIONS MEN 

The Executive Committee of the Corporate 
Fiduciaries Association of New York City 
recently appointed the members of a newly 
created Trust Uperations Committee which 
will afford opportunity for those in charge 
of operating, accountancy and equipment ac- 
tivities of the trust departments of New York 
trust companies and banks to get together 
for study and mutual exchange of experience. 
The new committee is the outgrowth of a 
demand for improved methods in the various 
phases of trust department operation, espe- 
cially as regards mechanical aids. 
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Periodical meetings will be held at which 
separate phases of trust department opera- 
tion will be discussed in a practical way. 
Special attention will be given to latest mech- 
anical and accountancy systems. The first 
meeting will discuss methods of control of 
trust securities. 

The members of the new Trust Operations 
Committee consists of the following: 

Francis A. Zara (chairman), City Bank 
Farmers Trust Company; Eugene Wyatt, 
Chase National Bank; Harold Wright, Bank 
of New York & Trust Company; H. J. Bom- 
hoff, Bankers Trust Company and J. A. Deck, 
the New York Trust Comnany. 
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CHARMING QUARTERS FOR THE WOMEN’S DEPARTMENT AT THE FIRST WISCONSIN TRUST COMPANY 
OF. MILWAUKEE, WISCONSIN 
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In Pittsburgh 


?.. Commonwealth Trust 


Company invites you to uti- 
lize its services in banking, trust, 
real estate and investment prob- 
Seely. Geme)(eMeyu-t-vebh2-laloemeetouterss 
financial service to corporations 


and individuals. 
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TRUST COMPANY 
OF PITTSBURGH 
308-314 Fourth Ave., Pittsburgh, Pa. 


CAPITAL $1,500,000 SURPLUS $1,700,000 


FIDELITY TRUST CO. OF PORTLAND, 
MAINE, EXTENDS SCOPE 

Announcement has been made by the Fi- 
delity Trust Company of Portland, Me., of 
the acquisition of the Brunswick National 
Bank of Brunswick, Me., which will be con- 
ducted as a branch of the Fidelity. ‘This 
increases the number of branches operated 
by the Fidelity Trust Company to twelve and 
giving the Fidelity combined resources of 
over $35,000,000. The Brunswick National 
Bank was formed in the early part of 1930, 
from the consolidation of the Union National 
and the Pejepscot National banks. Later 
in the same year the Topsham and Bruns- 
wick Twenty-five Cents Savings Bank was 
merged with the Brunswick National. 

The Fidelity Trust Company of Portland 
is the parent unit in a holding company 
known as Financial Institutions, Inc., which 
owns controlling stock in a number of banks 
and trust companies in larger centers of 
Maine and commanding aggregate resources 
of approximately $100,000,000. 

With the latest acquisition of the old 
Brunswick National Bank of Brunswick, the 
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PITTSBURGH 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE., PITTSBURGH 
ESTABLIS HED °? 1886 


CTS in all trust capac- 

ities. Trust accounts 

managed agéregate more 
than $220,000,000. 


APITAL, Surplus and 

undivided profits 
more than $10,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 





big banking group of Maine, has control of 
eighteen banks and trust companies with a 
total of twenty-five branches, making forty- 
two offices in various communities of the 
state. Guy P. Gannett, the president of the 
corporation is president of the Portland- 
Maine Publishing Company which publishes 
a string of the most successful newspapers in 
the state. Walter S. Wyman, treasurer, is 
president of the Central Maine Power Com- 
pany and the New England Public Service 
Company. 

The banks and trust companies embraced 
in this group organization are as follows: 
Fidelity Trust Company, Portland; Augusta 
Trust Company, Augusta; Forest City Trust 
Company, Portland; York County Trust Com- 
pany, York Village; Security Trust Company, 
Rockland; Georges National Bank, Thomas- 
ton; State Trust Company, Augusta; Rock- 
land National Bank, Rockland; Brunswick 
National Bank, Brunswick; National Bank 
of Gardiner; Gardiner Trust Company; First 
National Granite Bank, Augusta; Peoples 
National Bank, Waterville; Ticonie National 
Bank, Waterville; Maine Trust & Banking 
Company, Gardiner; Fairfield Saving & Trust 
Company, Fairfield; and Topsham & Bruns- 
wick 25-cent Savings Bank. 





TRUST COMPANIES 


HISTORIC ST. BOTOLPH’S TOWER IN ENGLAND SAVED BY 
AMERICAN GIFTS 


The phrase “hands across the sea” acquired 
something more than its platitudiness mean- 
ing when W. R. Whiting, in behalf of Bos- 
ton and New England descendants of the 
Pilgrim Fathers, recently stood before the 
altar of the famous old St. Botolph Cathe- 
dral in Boston, England and handed the 
Archbishop of Canterbury a check for $57,255 
to be used for the preservation of the six 
century old tower which surmounts the 
cathedral. Boston, Mass., derives its name 
from the quaint old town in Lincolnshire. 
Close to the banks of the river Witham there 
rises the “Boston stump,” as the tall cathe- 
dral tower is styled. Its graceful octago- 
nal lantern has been an object of interest 
to visitors and sightseers for centuries. 

Several years ago it was discovered that 
the “stump” was in danger of collapse be- 
eause of the ravages of the destructive death- 
watch beetle. When the information was 
brought to the attention of Allan Forbes, 
president of the State Street Trust Company 
of Boston whose hobby is that of preserving 
old Colonial relics, he immediately set about 


St. Botolph’s tower in Boston, England, for the 
preservation of which Puritan descendants in 
England have subscribed over $50,000.00 


organizing a movement among descendants 
of the Puritans and Pilgrim Fathers in 
Massachusetts and New England. The pur- 
pose was to collect at least $50,000 as a 
gift to save St. Botolph’s tower from destruc- 
tion. The subscription was made part of the 
Massachusetts Bay Tercentenary celebra- 
tion. Mr. Forbes was treasurer of the Citi- 
zens’ Committee which included Governor 
Allen, Lieutenant Governor Youngman, ex- 
Governor Fuller and other patriotic citizens. 

All the people of Boston, England, and 
countryside turned out in picturesque old 
costumes when Mr. Whiting in behalf of the 
soston committee handed a check for over 
$57,000 to the Archbishop of Canterbury to 
restore the “Boston stump.” The occasion 
also served to celebrate the raising of suffi- 
cient funds by the people of Boston, England 
and surrounding towns, to also restore the 
cathedral as well, thereby putting to a route 
the death-watch beetle and the cormorants 
which had maintained undisputed siege over 
the famous old “Boston stump.” 


CAMDEN FREE FROM BANK FAILURES 
Camden, New Jersey, has the somewhat 
unusual distinction of recording not a single 
bank failure in the corporate history of the 


city. That fact was brought out in an ad- 
dress of welcome delivered by F. Herbert 
Fulton, vice-president of the Camden Safe 
Deposit & Trust Company, to the delegates 
attending the recent New Jersey Trust Con- 
ference held in that city. It further devel- 
oped from Mr. Fulton’s interesting survey 
that Camden is not only the most highly in- 
dustrialized city in New Jersey, but also 
leads the nation in the proportion of its 
population engaged in industry. 

According to the United States Census, 
Camden with 118,000 people has 28,993 en- 
gaged in industry, or 2414 per cent of its en- 
tire population. No city in America equals 
this proportion. Paterson is Camden’s near- 
est competitor in New Jersey with a 138,000 
population, has 32,298 working in industry, 
or 23.4 per cent. Industry in Camden is so 
diversified that no single type of business 
can be said to be dominant. But Camden 
is also the home of the world’s largest talk- 
ing machine plant, which recently added 
some four or five thousand men to its pay- 
rolls. 
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PROVINCE OF MANITOBA ADOPTS 
NEW TRUSTEE ACT 

Among the important amendments adopted 
at the 1931 session of the legislature of the 
Province of Manitoba, Canada, is a new Trus- 
tee Act which became effective July 1st. The 
new act repeals the existing act, and also the 
act relating to the estate of insolvent de- 
ceased persons. The new law deals with the 
appointment of and removal of trustees. Ex- 
cept in the case of a charitable trust the num- 
ber of trustees is limited to four. The 
grounds of removal, whether by the court or 
a person having the power, are: Absence 
from the province for 12 months; refusing or 
being unfit to act; desiring to be removed, 
and being under disability, that is to say, in- 
fancy, insanity, or other incapacity, The 
procedure before the court for the removal of 
a trustee, including a personal representa- 
tive, are summary. Vesting instruments, 
vesting the property in new trustees, are 
valid, though merely declarations, and the 
vesting may be implied from the appointment 
of a new trustee, similarly in the case of a 
vesting by the court. 

Trustees are empowered to sell under 
trusts for sale in any manner, and are not 
responsible for depreciatory conditions. They 
may employ agents, solicitors and brokers, 
and are not responsible if they act in good 
faith. Other desirable provisions are in- 
cluded in the new trustee act. 


WACHOVIA BANK & TRUST COMPANY 
OF NORTH CAROLINA 

The latest official financial statement of 
the Wachovia Bank & Trust Company of 
North Carolina, with main office in Winston- 
Salem, shows aggregate resources of $48,690,- 
710, including loans and investments of $25,- 
586,809; U. S. Government securities, $9,126,- 
281; cash and due from banks, $8,116,480. 
Capital stock is $2,500,000; surplus, $2,000,- 
000, and undivided profits, $235,986, with 
reserve for depreciation of $433,031 and 
other reserves of $300,000. Deposits total 
$41,959,121. These figures are exclusive of 
trust department assets which embrace large 
volume of estate and trust funds. 

Verne Rhoades, until recently executive 
secretary of the North Carolina Park Com- 
mission has become associated with the 
Asheville office of the Wachovia Bank & 
Trust Company. 


An unusually interesting article on “Re- 
adjusting Mass Production,’ appears in the 
current issue of “Trade Winds” published by 
the Union Trust Company of Cleveland. 


REPRESENTATION 
IN CHICAGO 


- eel ALly 


YAlyp hs 


Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 


Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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Outstanding Fiduciary 
Service in Virginia 


Established 1865 


STATE ~PLANTERS 
BANKJRUST (CO. 


RICHMOND VIRGINIA 


Resources $40,000,000 


COMPANIES 


IN NEW YORK CITY the 15 largest banks 
are the dominant factors with aggregate 
deposits of $9,111,000,000 out of a total 
of $10,056,000,000 in all the commercial 
banks. 11 of these 15 leaders supply their 


1-15 


ee MWe CORK CLEY 


Customers with checks, made on La Monte 
Safety Paper, the ORIGINAL safety paper 
for checks, readily identified and widely 
accepted as the standard everywhere. 

George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St. Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS - Identified by wavy lines 





TRUST FOR ‘“‘HUNDRED NEEDIEST CASES 
FUND” 

The Guaranty Trust Company of New 
York is named trustee in the will of the 
late Robert Graves, member of one of New 
York’s oldest families who died November 
27th, in connection with a trust fund of 
$50,000 the income of which is to be de- 
voted to the so-called “Hundred Neediest 
Cases Fund” established and conducted by the 
New York Times to provide each year relief 
to selected one hundred neediest cases. Pro- 
vision is made that if the New York Times 
should be unable or unwilling at any time 
to distribute said income that the income 
shall be paid to the Charity Organization of 
New York. 

The City Bank Farmers Trust Company of 
New York is named as one of the executors 
in the will of Robert Graves. 


TRIPLE BANK MERGER IN PASSAIC, 
NEW JERSEY 
The most important banking development 
in the local history of Passaic, N. J., was 
the recently completed merger of three of 
its leading banks into one institution with 
deposits of over $20,000,000. The merging in- 


stitutions are the Peoples Bank & Trust Com- 
pany, the City Trust Company and the Lin- 
coln National Bank. Nicholas H. Dosker, 
who has been executive in several of the 
large banks in Louisville and a former presi- 
dent of the Kentucky Bankers Association, 
is the president of the consolidated Peoples 
Bank & Trust Company. 


TRUST CO. PRESIDENT BEQUEATHS 
FUND FOR SCHOLARSHIPS 

Income from a substantial part of the es- 
tate of the late Elbridge C. Cooke, for many 
years president and chairman of the First 
Minneapolis Trust Company, will go to Yale 
University for scholarships. A fund of 
$10,000 is also set aside in the will to be 
held in trust and the income used to meet 
extraordinary expenses of deserving em- 
ployees of the First Minneapolis Trust Com- 
pany on account of sickness, operations or 
other emergencies. Part of the estate is to 
be held in trust for three Minneapolis hos- 
pitals. 


The American Trust Company of San Fran- 
cisco has taken over for operation the Hotel 
St. Francis of that city. 





TRUST 


New York 


“HOUSE CLEANING” IN WALL, STREET 

Recent liquidation and price declines to 
record levels in Wall street may be regarded 
as a clearing up of the last debris of depres- 
sion and a general house cleaning, as the 
year draws to a close. A substantial part of 
the liquidation was for account of interests 
seeking to establish against 1931 in- 
come taxes, stimulated by President Hoover's 
proposals for drastic increase in taxes to 
meet large Treasury deficits. Many new low 
records were established during December. 
United States Steel preferred, which for 


losses 


years has ranked among premier investment 
issues “broke par’ for the first time since 


1908. A selected list of industrial leaders 
penetrated the resistance point of early Oc- 
tober and reached the lowest average since 
January, 1922. Forty representative bonds 
used in the Dow-Jones compilation dropped 
to levels not witnessed since the post-war 
deflation approached its culmination in June, 
1921. Leaders in the railroad group broke 
to their lowest average in forty years. Long- 
term New York City bonds dropped to a 
price affording buyers a yield of 5 per cent, 
which has not been recorded in more than 
a decade. 3ank and trust company sales 
over the counter established low records 
which almost approach in reverse the inflated 
values before the market crash. Brokers’ 
loans, which last year amounted at this time 
to around §$2,000,000,000 have dropped. to 
$690,000,000. 

“Perhaps the most significant feature of 
the present period in its economic bearing,” 
says the Guaranty Trust Company in its 
Current Survey, “is the growing realization 
that we are really passing through a rela- 
tively peaceful economic revolution from the 
years of post-war inflation to a new era of 
deflation, which must be completed before 
any substantial recovery can be obtained. We 
seem to have, discovered at last that there 
has been no repeal of the old maxims upon 
which progress has been built in the past.” 


COMPANIES 


SCHULER JOINS BANK OF NEW YORK & 
TRUST COMPNY 


Henry J. Schuler, who was vice-president 
and cashier of the Bank of America, N, A., 
prior to the merger with the National City 
Bank, has been elected a vice-president of 
the Bank of New York & Trust Company, 
assuming his new office in December. Mr. 
Schuler is 41 years old and has been in Wall 
Street since 1906, when he obtained his first. 
position as office boy with the Franklin Trust 
Company. He became an officer of the Frank- 
lin Trust Company in 1918 and remained 
with that institution until it merged with 
the Bank of America in 1920. 

While connected with the Bank of America 
Mr. Schuler served first as assistant cashier 
and later as assistant vice-president. Since 
February, 1930, he has held the dual office of 
vice-president and cashier. 


SPLITTING FEES FOR SAFEKEEPING 
SECURITIES 


The New York Stock Exchange recently 
announced that the absorption by member 
firms for correspondents or customers of any 
part of the charges made by banks and trust 
companies in New York for the safe-keep- 
ing of securities and for services in con- 
nection with this function was contrary to 
the constitution of the Exchange. 


A notice sent to members said it had been 
learned that some members of the Exchange 
had been requested by their correspondents 
and customers to bear these custody or serv- 
ice charges. Services of the banks and trust 
companies include receiving securities with 
or without draft attached against payment 
or against receipt; delivering securities 
against receipt or payment and effecting 
transfer, registration, subscription or ex- 
change of securities. 


Norman Dodge has been elected a trustee 
of the Bank of New York & Trust Company 
of New York. 
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KiInNcGs CouNTY TRUST COMPANY 


342, 344 & 346 Futon St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $530,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM Waser R., Vice-President 
HOWARD OOST, ice- President 
J. NORMAN CARPENTER, Vice-President 


SAFEGUARDING AGAINST LOSS, THEFTS 
OR DESTRUCTION OF STOCK 
CERTIFICATES 


In view of the increasing number of lost, 
stolen, and destroyed stock certificates and 
the delays in securing new certificates the 
Bank of Manhattan Safe Deposit Company 
has distributed a circular letter which em- 
phasizes the value of maintaining a safe 
deposit bex. The letter says: 


“One of the largest corporations listed on 
the New York Stock Exchange recently sent 
a note to its stockholders, which may be of 
interest to you. It stated, in part, as follows: 

“Recently there have been an increasing 
number of lost, stolen, or destroyed stock 
certificates. To secure the new certificates 
in such cases it is necessary for the stock- 
holder to advertise the loss for three weeks 
in two newspapers, and then furnish an affi- 
davit and an indemnity bond for twice the 
market value of the stock lost. There follows 
a waiting period of two months before the 
new stock can be issued. Thus in all, the 
stockholders must wait from three to four 
months, and must pay a surety company pre- 
mium of about 4 per cent of the market value 
of the lost stock, for the indemnity bond. 

“To avoid the risk of incurring this trou- 
ble, delay and expense, we suggest that: 
Stock certificates should be kept in a safe 
place—the safest place being either a safe 
deposit box or the safekeeping department 
of a bank.” 


DESIRABLE MORTGAGE INVESTMENTS 
FOR TRUST FUNDS 

In these days when so many investors in 
real estate mortgage securities are suffering 
from the penalties of unwise and reckless 
financing in the past it is appropriate to 
direct attention to a type of real state mort- 
gage securities which have safely withstood 
the investment tests of the past two years 
because of sound methods of management 


ALBERT i. Apes Secretary 
ALFRED RAMS, Asst. Secretary 
EUGENE Y: VEN WART, Asst. Secretary 


and loaning policy. In contrast to the de- 
faults and sad experiences of many mil- 
lions of issues the guaranteed mortgage cer- 
tificates of the Lawyers Mortgage Company 
of New York have maintained the admirable 
record of this company which is able to show 
that investors in its securities have not sus- 
tained the loss of a single dollar since the 
company began business in 1893. That is a 
record which speaks for itself as to the 
wise and conservative policies enforced by 
this company under the guidance of its presi- 
dent, Richard M. Hurd. 

These mortgage certificates which pay five 
and a half per cent are legal for trust funds 
in New York State and meet legal require- 
ments of other jurisdictions. A large part 
of the outstanding mortgages have been pur- 
chased by trust companies for trust funds 
and also by the most conservative institu- 
tions, including savings banks and life in- 
surance companies. 

At a recent meeting of the executive com- 
mittee of the Lawyers Mortgage Company, 
at which the regular quarterly dividend was 
authorized, President Hurd stated that gross 
receipts of the company for this year would 
exceed $4,000,000 and net earnings would be 
more than $2,000,000 and substantially above 
dividend requirements. The capital and sur- 
plus of the company amounts to $22,000,000. 


A record of not a single loss to investors 
in thirty-nine years is to the credit of the 
Bond and Mortgage Guarantee Company of 
New York, affiliated with the Title Guarantee 
and Trust Company of New York. 

Guaranty Trust Company of New York 
has been appointed registrar for shares of 
preferred stock of the Westvaco Chlorine 
Products Corporation. 


Bankers Trust Company of New York has 
been appointed agent for the payment of 
Aiken County of South Carolina funding 
bond coupons. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 


Reciprocal Balances Based on Volume of Business 


Organized 1886 


ONLY TRUST weg gt IN NEW JERSEY THAT CLEARS THROUGH 


E NEW YORK CLEARING HOUSE 





BANK OF MANHATTAN TRUST CON- 
DUCTS LARGEST CHRISTMAS CLUB 
The Bank of Manhattan Trust Company of 
New York recently mailed checks amount- 
ing to $3,546,550 to the 86,529 members of its 
1931 Christmas Club. This is the largest 
Christmas Club in the United States having 
been founded fourteen years ago in the Bor- 
ough of Queens by the Bank of Manhattan 
Trust Company. The bank’s records show 
that over 38 per cent of the money accumu- 
lated in Christmas Clubs goes for Christmas 
purchases and over 37 per cent goes into 
permanent savings. The balance is used in 
paying mortgage interest, taxes, life insur- 
ance premiums and other commitments. 
Checks were distributed earlier: than usual 
this year. This was good news to merchants 
throughout the city. To them this army of 
people, who have prepared for Christmas in 
this way is of great interest. The growth of 
the Christmas Club throughout the United 
States has been steady. In 1931 eleven mil- 
lion members saved a total of $600,000,000. 


COLLATERAL ELIGIBLE FOR GOVERN- 
MENT DEPOSITS 

Notice of an amendment to the treasury 
regulations governing collateral security eli- 
gible for use against government deposits has 
been transmitted to banks in the New York 
district by George L. Harrison, governor of 
the Federal Reserve Bank of New York. The 
amendment provides that, in place of the 
regulation under which bonds ylelding more 
than 6% per cent were ineligible, there shall 
be substituted the requirement that bonds 
submitted as security must be classified in 
one of the four highest grades by a recog- 
nized investment service organization regu- 
larly engaged in the business of rating or 
grading bonds. 


CHARLES S. McCAIN HEADS 
ACCEPTANCE COUNCIL 

Charles 8. McCain, chairman of the board 
of the Chase National Bank of New York, 
was elected president of the American Ac- 
ceptance Council at the recent annual meet-* 
ing, succeeding F. Abbott Goodhue, president 
for the last two years. Charles P. Blinn, Jr., 
vice-president of the Philadelphia National 
Bank, was elected vice-president; Percy H. 
Johnston, president of the Chemical Bank & 
Trust Company, New York, was re-elected 
treasurer; and Allan M. Pope, executive 
vice-president of the First National Old Col- 
ony Corp., was chosen chairman of the ex- 
ecutive committee. 


PIERRE JAY ELECTED SAVINGS BANK 
TRUSTEE 

Pierre Jay, chairman of the board of the 
Fiduciary Trust Company of New York has 
been elected a trustee of the Bank for Sav- 
ings, New York’s oldest savings bank. Mr. 
Jay previously was a trustee of the bank 
from 1910 to 1914, having resigned at the 
time he became chairman of the New York 
Federal Reserve Bank. He later served as 
a member of the transfer committee and dep- 
uty agent general for reparation payments 
under the Dawes plan. He is a direct de- 
scendant of Peter A. Jay, one of the organiz- 
ers and first trustees of the Bank of Savings, 
more than a century ago. 


Thomas M. Debevoise has been appointed 
a member of the distribution vommittee of 
the New York Community Trust. 

Charles W. Brugger, formerly in charge of 
the foreign exchange trading department of 
the Bankers Trust Company of New York, 
has become an assistant secretary of the 
Irving Trust Company. 
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She 
WASHINGTON LOAN 
and TRUST COMPANY 


WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Central Office 
F Street at 9th, N. W. 


Resources nearly 
$20,000,000.00 


West End Office 
17th St. at G, N. W. 





EARNINGS OF BOND AND MORTGAGE 
GUARANTEE COMPANY 

The net earnings of the Bond and Mort- 
gage Guarantee Company of New York for 
the first eleven months of 1931, after charg- 
ing off all losses made on sales of foreclosed 
real estate, were sufficient to provide for 
the dividends for the entire year, and for 
the addition of $908,000, plus the net earn- 
ings for the month of December, to surplus 
and undivided profits for the protection of 


the holders of its mortgages and certificates. 

The company has under guarantee mort- 
gages aggregating over $920,000,000 and owns 
less than $1,700,000 worth of foreclosed real 
estate. It has under foreclosure only slightly 
more than 1 per cent of the total amount of 
mortgages under guarantee. Over 40 years’ 
experience shows that most foreclosure suits 
are settled before the properties go to sale. 
The company is an affiliation of the Title 
Guarantee & Trust Company. 


OFFICE OF JAMES H. PERKINS, PRESIDENT OF THE CiTry BANK FARMERS TRUST COMPANY IN THE 
New City BANK FARMERS TRUST BUILDING 
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MARINE MIDLAND GROUP, INC. AC- 
QUIRES ANOTHER UNIT 

The Marine Midland Group, Inc., of Buf- 
falo recently added the nineteenth unit to 
its organization of banks and trust companies. 
The new affiliate is the Union Trust Com- 
pany of Endicott, N. Y., which has capital 
of $100,000; surplus and undivided profits in 
excess of $100,000 and resources of $1,725,- 
000. On last June 30th, the combined re- 
sources of the banks and trust companies 
embraced in the Marine Midland Group 
amounted to $613,000,000. Adjacent to Endi- 
cott are the cities of Binghamton and John- 
son City, both served by Marine Midland 
banks, namely the Marine Midland Trust 
Company of Binghamton and the Workers 


Trust Company of Johnson City. 


NEW BRANCH OF TRUST COMPANY OF 
NEW JERSEY 

The Trust Company of New 
head office in Jersey City, 
the former West New York 
and the former Monitor Trust Company, 
which consolidated within the past month, 
will be known as “The Trust Company of 
New Jersey in West New York.” The new 
branches will conduct business at the loca- 
tions they have occupied for several years. 
William C. Heppenheimer is chairman of the 


Jersey, with 
announces that 
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Trust Department and 


Insurance Trust Service 


Commerce CresninG, HOTse, Tyo, 


(THREE VOLUMES ) 


A practical guide for trustees 
and trust departments of fin- 
ancial institutions including 
the organization, management 
and development of such de- 
partments. Discussing all trust 
functions and trust relation- 
ships from a legal as well as 
practical point of view, such 
as Living Trusts, Insurance 
Trusts, Land Trusts, Custodi- 
anships, Escrows, etc. 
Supplemented by forms, deci- 
sions, rulings and practical sug- 
gestions, kept up-to-date by 
frequent reports of current de- 
velopments, new legislation and 
other new matters. 


LOOSE LEAF ae yee DIVISION 
pannel ppt iment 





board. The parent bank has branches also 
in Union City, Hoboken and Weehawken. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
Sept. 30, 1931 


Capital Deposits, Par 


Sept. 30, 1931 


Bid Asked 


Anglo-South American Trust Co. 
Banca Commerciale Italiana Trust Co... 
Bank of Sicily Trust Co 

Bank of Manhattan Trust Co............. 
SS Be ee ay ye ere 
eS eee 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 
Corn Exchange Bank & sates Co. 
Corporation Trust Co.. : 
County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 

Fulton Trust Co 

Guaranty Trust Co 

Hibernia Trust Co 

Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 
Manufacturers Trust Co................00. 
Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

United States Trust Co 


‘ - oo 


2,000,000 
1,500,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 


.. 15,000,000 


500,000 
4,000,000 
6,000,000 
1,000,000 
2,000,000 

90,000,000 
3,000,000 
50,000,000 

500,000 

3,000,000 
27,500,000 
10,000,000 
12,500,000 
10,000,000 

2,000,000 


$758,000 
2,110,500 
1,000,000 
50,804,200 
14,409,400 
87,875,600 
512,600 
15,127,700 
84,303,000 
44,799,500 
12,745,500 
32,645,900 
17,700 
4,673,600 
5,054,600 
1,000,000 
3,450,900 


208,454,600 


1,568,100 
75,459,400 
6,568,900 
4,283,000 
24,821,300 
9,734,300 
35,618,200 
24,370,600 
27,831,500 


$5,656,800 
18,680,200 
13,410,400 
454,548,300 
109,594,900 
633,939,300 
18,306,700 
116,121,000 
680,066,000 
326,327,600 
41,455,300 
245,436,800 
53,100 
19,525,600 
76,806,500 
2,368,900 
19,941,600 


1,269,663,600 


15,088,000 
533,197,300 
25,048,700 
19,415,600 
256,251,100 
62,451,500 
308,180,000 
45,560,600 
59,434,400 


100 
100 
100 


198 . 
1914 234% 
ENP 24 
100 280 
10 
20 
100 
20 
10 
20 
20 


25 
20 
100 
100 
100 
10 
100 2% 


"25 
"25 
20 
100 1520 1620 
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Philadelphia 


Special Correspondence 

TRUST OFFICERS OF PENNSYLVANIA 

ATTEND MID-WINTER CONFERENCE 

A wholesome disposition to exchange prac- 
tical experience and to help more recently 
organized trust departments with their prob- 
lems, was in evidence at the recent mid-win- 
ter conference of the Trust Company Section 
of the Pennsylvania Bankers Association held 
December 4th at the Penn Harris Hotel in 
Harrisburg. These conferences have proven 
their value in enabling trust people of Penn- 
sylvania, whether attached to trust compa- 
nies or national banks, to discuss their mu- 
tual problems, to determine upon constructive 
policies of legislation and to consider topics 
of current interest affecting trust adminis- 
tration. 

The recent conference was attended by 
about 150 trust officers. As chairman of the 
Section, Alexander P. Reed, vice-president 
of the Fidelity Trust Company of Pittsburgh, 
acquitted himself most worthily in arrang- 
ing a program of exceptional quality and in- 
terest. The morning session was largely de- 
voted to discussion of problems of manage- 
ment, accounting and operation for small and 
John R. 
vice-president of the McDowell Na- 
tional Bank of Sharon, Pa., led off with a 
most instructive address on “Organization 
and Operation of a Small Trust Department,” 
the substance of which appears elsewhere 
in this issue of Trust ComMpaANIes. Other 
papers were by: W. Elbridge Brown, vice- 
president and trust officer Clearfield Trust 
Company on “Building Up ‘Trust Business 
in a Small Town”; Stanley S. Zimmerman, 
assistant trust officer Harrisburg Trust Com- 
pany on “Pitfalls and Problems Confronting 
the Young ‘Trust Department,” and by 
Charles A. Schreyer, vice-president and trust 
officer Lycoming Trust Company, Williams- 
port, Pa., on “Importance of Adequate Rec- 
ords and Equipment in Trust Departments.” 
The papers were interspersed with discus- 
sion from the floor. 

A scheduled feature for the afternoon ses- 
sion was the introduction of Secretary of 
Banking William D. Gordon, Frank G. 
Sayre, vice-president of the Pennsylvania 
Company for Insurances on Lives and Grant- 
ing Annuities of Philadelphia, submitted a 
brief report for the Committee on Legal In- 
vestments for Fiduciaries. Leroy A. Mershon, 
former — of the Trust Company Divi- 
sion, A. B. A., spoke on “Worthwhile Objec- 


tives.” 


newly organized trust departments. 


Evans, 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





FOSTERING SOUND RELATIONS WITH 
THE BAR 

At the recent mid-winter trust conference 
of the Trust Company Section of the Penn- 
sylvania Bankers Association at Harrisburg, 
special attention was given to discussing 
practices and relations with the members of 
the legal fraternity. The situation as regards 
relations between trust companies and law- 
yers in Pennsylvania was forcefully present- 
ed by Gwilym A. Price, vice-president and 
trust officer of the Peoples-Pittsburgh Trust 
Company. Carl W. Fenninger, vice-president 
of the Provident Trust Company of Phila- 
delphia, reported for the Committee on Co- 
operation with the Bar. 

The members of the Committee on Cooper- 
ation with the Bar of the Trust Company 
Section consists of the following: Carl W. 
Fenninger, vice-president, Provident Trust 
Company, Philadelphia; Frank W. Sayre, 
vice-president, The Pennsylvania Company 
for Insurances on Lives and Granting An- 
nuities, Philadelphia; Earl A. Morton, vice- 
president, Commonwealth Trust Company, 
Pittsburgh; Gwilym A. Price, vice-president, 
Peoples-Pittsburgh Trust Company, Pitts- 
burgh; Edgar A. Jones, vice-president, Scran- 
ton-Lackawanna Trust Company, Scranton. 
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ANNUAL MEETING OF GROUP ONE, 
PENNSYLVANIA BANKERS ASSOCIATION 

At the recent annual meeting of Group One 
of the Pennsylvania Bankers Association, 
representing Philadelphia banks and trust 
companies, Parker S. Williams, president of 
the Provident Trust Company of Philadel- 
phia, was elected president for the ensuing 
year. O. Howard Wolfe, cashier of the Phil- 
adelphia National Bank, was named to rep- 
resent the group on the Council of Adminis- 
tration for two years, succeeding Arthur V. 
Morton, vice-president of The Pennsylvania 
Company for Insurances on Lives and Grant- 
ing Annuities. Francis J. Rue, vice-presi- 
dent of the Philadelphia National Bank, was 
re-elected secretary for the group. 

The following were chosen members of the 
executive committee: 

Livingston E, Jones, president First Na- 
tional Bank of Philadelphia; Walter K. 
Hardt, president Integrity Trust Company ; 
Joseph Wayne, Jr., president Philadelphia 
National Bank; A. D. Swift, president Cen- 
tral-Penn National Bank; Herbert W. Good- 
all, president Tradesmen National Bank & 
Trust Company; Ira W. Barnes, president 
Ninth Bank & Trust Company; Edward Hop- 
kinson, Jr., Drexel & Company; A. A. Jack- 
son, president Girard Trust Company; C. S. 
Newhall, executive vice-president Pennsylva- 
nia Company for Insurances on Lives and 
Granting Annuities; H. G. Brengle, president 
Fidelity-Philadelphia Trust Company; C. S. 
Calwell, president Corn Exchange National 
Bank & Trust Company; R. Livingston Sul- 
livan, president Market Street National. 


Arthur C. Dorrance, president of the Camp- 
bell Soup Company of Camden, N. J., has 
been elected to the board of managers of the 
Girard Trust Company of Philadelpha. 
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PENNSYLVANIA BREVITIES 

The Provident Mutual Life Insurance Com- 
pany of Philadelphia reports for the month 
of October, 1981, an increase of $721,396 in 
paid-for business, and of $1,366,645 in issued 
business compared with October, 1930. 

Dr. Frank T. Landis has been elected 
president of the Womelsdorf, Pa., Bank & 
Trust Company, to succeed the late H. Le- 
roy Valentine. 

The Pennsylvania State Department of 
sanking has named five senior bank exam- 
iners, as follows: Edward W. Hutchinson, 
Tenth Street and Godfrey Avenue, Philadel- 
phia ; James O. MacLean and Walter W. Lap- 
ham, Pittsburgh; Richard M. Mohler, Oak- 
mont, and Harry W. Watkins, Mount Leb- 
anon. 

A charter has been issued for the incor- 
poration of the Pennsylvania Trust Company 
of Seranton, Pa. 


A charter has been issued for the incor- 
poration of the Mid-Valley Trust Company 
of Olyphant, Pa. 

Approximately $12,300,000 has been dis- 
tributed this year to over 230,000 depositors 
of Christmas Savings clubs conducted by 
commercial banks, trust companies and sav- 
ings banks in Philadelphia. 

Christmas Club depositors of the Pennsyl- 
vania Company for Insurances ou Lives and 
Granting Annuities of Philadelphia, received 
a total of $220,000 as the result of savings 
accumulated during the past year. Approxi- 
mately 4,700 depositors participated in this 
disbursement. 

Bank failures declined in 
during November, according to the Penn- 
sylvania Banking Department. Two banks 
were taken over in the state as compared 
with forty-four in October. 


Pennsylvania 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
Sept. 29, 1931 Sept. 29, 1931 Value 


Capital 
Continental Equitable............... $1,000,000 
Fidelity-Philadelphia Trust Co 
Frankford Trust 
Girard ‘Trust Trust 


re Trust 
Kensington-Security Bank & Trust . 
Liberty Title & Trust 


North Philadelphia Trust 
Se eee 
Penna. Co. for Insurances. a oe ocala 
Provident Trust 

Real Estate ree Title and Trust..... 


Real Estate Trust 3,131,200 


Par Last 


Sale 


Deposits, 


$2,838:410 
26,878,686 
2,212,017 
4,297,019 
18,023,188 
4,482,763 
16,051,438 
4,255,588 
1,744,868 
3,004,008 
1,554,227 
4,074,693 
30,527,781 
17,117,166 
13,623,752 
2,475,067 


$13,293,612 
102,947,974 
9,631,245 
19,928,471 
92,428,579 
15,194,299 
52,355,236 
14,944,358 
6,362,187 
20,587,096 
7,398,184 
12,120,680 
212,508,640 
30,664,561 
40,461,435 
6,043,892 
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Boston 


Special Correspondence 
ACTIVITIES OF THE CORPORATE 
FIDUCIARY ASSOCIATION 

One of the most active and useful organ- 
izations of trust,men in the country is the 
Corporate Fiduciary Association of Boston. 
Through series of lectures and dinner meet- 
ings it serves to bring trust officials and oth- 
ers associated with trust department work 
together in a way that is mutually beneficial. 
Its influence is not confined to such gather- 
ings and discussions. There is constant con- 
tact between members leading to free ex- 
change of experience and kinship in solving 
problems of practice and policy. 

One of the features of the dinner meetings 
is the presence of speakers who are selected 
because of their knowledge of specific trust 
subjects and also because of ability to bring 
outside and disinterested viewpoints to bear 
on trust department work. Lawyers and 
jurists familiar with estate and fiduciary 
matters are enlisted in order to “get the out- 
side viewpoint.” In this season’s program, 
for example, the first dinner meeting was 
addressed by James B. Brown, legislative 
counsel of the Massachusetts 'Trust Company 
Association, who spoke on a subject “both 
pertinent and of real interest to trust men.” 
The latest meeting, early in December, had 
for the speaker of the evening, J. Russell Ab- 
bott, assistant treasurer of the American 
Telephone and Telegraph Company, who 
spoke on “Transfer Matters vf Interest to 
executors and Trustees.” The March meet- 
ting will be addressed by that well known 
authority on fiduciary law, Guy Newhall, 
who will present a review of recent court 
decisions of special interest to corporate 
fiduciaries. 

The president of the association is Wm. R. 
Herlihy, Jr., of the State Street Trust Com- 
pany and the vice-president, Francis J. Bur- 
rage of the Boston Safe Deposit & Trust 
Company. A. Stanley North of the First 
National Bank of Boston is treasurer and 
the secretary Harold B. Driver of the Old 
Colony Trust Company, who takes his job 
seriously. 


The State Street Trust Company of Boston 
has been exceptionally successful in develop- 
ing its agency service covering every phase 


of financial management. The latest finan- 
cial statement of company shows that agen- 
cies under administration aggregate in value 
$58,093,000. Estates and trusts amount to 
$52,412,000. 
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Ancillary Service 
in Minnesota 
Beet Ases needing probate or 


other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 





FUTURE INTERESTS AND THE RULE 
AGAINST PERPETUITIES 

The Corporate Fiduciaries Association of 
Boston has compiled in booklet form a series 
of four lectures delivered during the last pro- 
gram season by Guy Newhall un “Future In- 
terests and the Rule Against Perpetuities.” 
This is a booklet of lectures which deserves 
to be brought to the attention of all trust 
men because of the comprehensive and au- 
thoritive grasp of the subjects discussed. In 
dealing with future interests Mr. Newhall 
gives a preliminary survey of the varied 
forms of future interests in property which 
the development of our law has producted. 
He dwells upon the origin and development 
of the rule against perpetuities and in de- 
veloping his subject he brings im citations 
from court rulings. 

Copies of this booklet may be obtained by 
addressing the secretary of the Corporate 
Fiduciaries Association of Boston, Harold B. 
Driver, 17 Court street, Boston. 


Robert Baldwin, formerly affiliated with 
the banking and investment business in Bos- 
ton, Mass., has been elected vice-president 
of the Second National Bank of Boston. 
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HOPEFUL SIGNS ON BUSINESS HORIZON 

The First National Bank of Boston, in its 
current New England Letter, sums up some 
recently favorable business indications, as 
follows: 

“The most hopeful feature in the general 
situation is that the tense feeling of anxiety 
which prevailed during October has been re- 
placed by cautious confidence. The heavy 
withdrawal of foreign funds from the do- 
mestic market, which amounted to $730,000,- 
000 in the course of a few weeks, and the 
sharp and steady increase in hoarding have 
subsided, and this country is in a strong po- 
sition to maintain the gold standard. 

“The amount of gold in excess of legal re- 
quirements is estimated ac $1,500,000,000 
which is considered more than ample to meet 
any emergency. Furthermore, bank suspen- 
sions in this country have shown a steady 
and sharp decline since mid-October, and 
this important change is largely attributed 
to the formation of the National Credit Cor- 
poration which provided the necessary sup- 
port for public confidence.” 


CONNECTICUT ASSOCIATION OF STATE 
BANKS AND TRUST COMPANIES 

At the recent annual meeting of the Con- 
necticut Association of State Banks and 
Trust Companies, held in New Haven, the 
following officers and members of executive 
committee were elected: 

President: Walter E. Goddard of the 
Stratford Trust Company, Stratford; vice- 
president: George S. Sterling of the Mechan- 
ics Bank of New Haven; treasurer: John 
B. Bolles of the Travelers Bank & Trust 
Company of Hartford; secretary: Spencer 8S. 
Adams of the South Norwalk Trust Company 
of South Norwalk. 

Members of the executive committee are 


CONDITION OF 


Capital Undivided Profits, 


$750,000 
2,000,000 
200,000 
100,000 
1,000,000 
2,500,000 
1,500,000 
500,000 
500,000 
200,000 
500,000 
500,000 
1,000,000 
5,000,000 
3,000,000 
. 2,500,000 


Banca Commerciale Italiana 
Boston Safe Deposit and Trust Co........ 
Charleston Trust Co 

Columbia Trust Co 

Commerce and Trust Co 

Ce eee 
Exchange Trust Co 
Fiduciary Trust Co 
Harris Forbes Trust Co 
Jamaica Plain Trust Co 
Kidder Peabody Trust Co 
Lee Higginson Trust Co 
New England Trust Co 
Old Colony Trust Co 
State Street Trust Co 
United States Trust Co 
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Alden C. Purrington of the Bristol-American 
Trust Company of Bristol; Edward F. Slavin 
of the Middletown Trust Company of Middle- 
town; Edward M. Gaillard of the Union & 
New Haven Trust Company of New Haven; 
Robert D. Goddard of the Bridgeport-City 
Trust Company of Bridgeport; Clayton S. 
3oies of the Seymour Trust Company of 
Seymour. 

The annual meeting was addressed by 
George J. Bassett, Bank Commissioner of the 
State of Connecticut, who reviewed the gen- 
eral banking situation and stressed the sta- 
bility of banking in Connecticut. 


Allan M. Pope of the First National Old 
Colony Corporation of Boston and New York 
has been elected president of the Investment 
Bankers Association of America. 

The management of the Boston Safe De- 
posit & Trust Company mourns the loss of 
one of its valued directors, Costello Coolidge 
Converse, who died November 30th, at the 
age of eighty-three. 

Wayland M. Minot has been chosen head 
of the newly organized trust department of 
the Boston-Continental National Bank at 
soston. 

The latest consolidated statement of the 
condition of Maine trust companies shows to- 
tal resources of $219,221,840, an increase of 
$54,452 over the total as of September 27, 
1930, according to a compilation by Bank 
Commissioner Sanger N. Annis. 

The Continental Trust & Savings Bank and 
the Commercial-American Bank & Trust Com- 
pany, both of Shreveport, La., have merged 
under title of the Continental-American Bank 
& Trust Company, with aggregate resources 
of $6,500,000. 


BOSTON TRUST COMPANIES 


Assets, 
Trust Dept. 
Sept. 29, 1931 


Surplus and 
Deposits, 
Sept. 29, 1931 
$1,161,574.31 
20,173,912.18 
925,959.43 
790,040.87 
7,773,892.80 
7,773,892.80 
4,810,640.61 
320,000.00 
3,058,783.70 
101,308.83 1,732,008.10 
294,004.99 2,511,193.79 
773,199.39 9,227,999.68 
6 


Sept. 29, 1931 
$407,787.65 
3,792,761.70 
47,951.42 
265,315.24 
387,590.74 
341,329.34 
1,040,149.65 
593,590.23 
183,412.26 


1,107,153.66 
4,812,297.81 
1,478,795.95 
3,158,149.60 
9,568,292.93 
106,441.51 
13,359,093.79 
26,056,471.11 
123,998,243.23 
303,777 ,267.63 
52,411,188.29 
11,371,600.37 


3,114,058.37 26,648,529.39 
5,252,903.95 875,955.50 
4,149,958.41 5 

3,524,917.76 


9 
3 
4,748,759.03 
8,450,916.47 
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Special Correspondence 


OF ILLINOIS BANKING LAWS 
URGED 

While the largest proportion of bank fail- 
ures in Illinois, as in other states, within the 
past year have been precipitated by unwar- 
ranted public hysteria and not primarily at- 
tributable to mismanagement, the experience 
has given emphasis to the need of certain 
definite revisions in the banking laws of this 
State. One of the prime requirements is to 
change the present system of supervision 
which is now centered in the office of the 
Auditor of Public Accounts. Illinois is one 
of the few progressive states, strange to say, 
which has no department exclusively em- 
powered and responsible for banking super- 
vision. While no complaints have been di- 
rected upon the office of the Auditor on politi- 
eal grounds, the fact remains that his duties 
are divided and the possibility of political 
influence is ever present. 

Banking leadership in Illinois is committed 
to banking revision which shall provide the 
maximum of possible protection to deposit- 
ors. Recognizing such responsibilities the 
Council of Administration of the Illinois 
Bankers Association, at a recent meeting, 
authorized and named a committee of five 
prominent bankers to draft a bill for the re- 
vision of the state banking act and to be sub- 
mitted for action to the 1933 General Assem- 
bly. When completed the draft of the act 
will be made public in order that desirable 
public sentiment shall aid in securing legis- 
lative action. 


REVISION 


BOND DEPARTMENT OF FIRST UNION 
TRUST IN NEW QUARTERS 

The bond department of the First Union 
Trust & Savings Bank of Chicago recently 
took possession of new quarters at 29 South 
Clark street, immediately adjoining the 
bank’s structure on the north. When altera- 
tions are completed these quarters will be- 


&f : ; 
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come an integral part of the First National 
and First Union building. The additional 
space was acquired on October 1st, embrac- 
ing 7,500 square feet on the street level with 
same space on four floors above and smaller 
space in the basement. The quarters were 
made available for occupancy by the bond 
department within nine weeks and by work- 
ing in three shifts. 

Commenting on the extensive building and 
alteration activities which have been going 
on since 1925 for the proper housing of the 
First National and its affiliates, President 
Melvin A. Traylor said: 

“The bank in 1925, began an $8,000,000 
building project which included unification 
of the old Fort Dearborn Bank building with 
that of the First National and the erection of 
an 18-story addition to the north on Clark 
street. Consolidation of the Union Trust 
Company in 1929, and acquisition of the 
Foreman banks’ deposit business this year 
have made constant demands for more space. 
Such demands now seem adequately met. 
Construction of a new trust department 
vault, with outside measurements of 50 feet 
by 125 feet, has been completed and will be 
put into operation coincident with the mov- 
ing of the bond department. This vault is 
the same size and located directly below the 
vault of the National Safe Deposit Company. 
The space vacated by the bond department at 
the Monroe and Dearborn street corner will 
be utilized at once by the savings department, 
which has now the largest volume of busi- 
ness both in number of accounts and total 
savings deposits in the bank’s history.” 


The Chicago division of the National 
Credit Corporation has been actively func- 
tioning by granting loans to Illinois and 
Iowa banks amounting to $3,000,000, tem- 
porarily financed by Chicago banks. 

Directors of the Harris Trust & Savings 
Bank have elected Arthur B. Hall, Chicago 
real estate man, a member of the board of 
directors. 
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EDUCATIONAL COURSE INAUGURATED 
AT CENTRAL REPUBLIC 

Five hundred employees of the Central 
Republic Bank & Trust Company of Chicago 
were gathered on afternoon recently in the 
employees’ lunch room, maintained by the 
company. They gathered not for physical 
sustenance, but to appease their mental appe- 
tite for the kind of knowledge and education 
that means promotion and larger responsi- 
bilities in the various departments of a great 
bank like the Central Republic. The occa- 
sion was the formal inauguration of educa- 
tional meetings sponsored by the Educational 
Committee of the bank. 

Judging from the attendance and _ the 
spirited response these educational meetings 
are bound to be most successful. The com- 
mittee, under the chairmanship of vice-presi- 
dent David M. Sweet, has outlined courses 
running through to next May and embracing 
banking fundamentals as well as depart- 
mental functions and practices. 

Attending the launching was David R. For- 
gan, co-chairman of the board of directors of 
the Central Republic. He has occupied every 
job in banking from bell hop to chairman of 
the board and he commanded the eager atten- 
tion of his hearers by telling in simple but 
forceful words what his own experience has 
taught him insofar as gaining success in the 
banking profession. 


The First National Bank of Shelbyville, 
Ill., and the Shelby Loan & Trust Company 
have been consolidated into one institution. 

J. M. Easton, advertising manager of the 
Northern Trust Company of Chicago re- 
eently spoke on “Building a Radio Program 
for a Conservative Bank” at a noon-day meet- 
ing of the Chicago Financial Advertisers. 

Walter H. Vanderploeg has been appointed 
an assistant vice-president of the Harris 
Trust & Savings Bank of Chicago. 


Capital 
$500,000 
Central Republic Bank & Trust Co........... 14,000,000 
75,000,000 
350,000 


Boulevard Bridge Bank 


*Continental Illinois Bank & Trust Co 
Drovers Trust 
**First Union Trust & First National 
Harris Trust 


Northern Trust 

Peoples Trust & Savings 
West Side Trust 
Woodlawn Trust 


*Includes securities affiliate. 
**Stock owned by First National Bank. 
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WILL MANAGE NEW YORK OFFICE OF 
N. W. HARRIS & CO. 


Stanley G. Harris has been placed in charge 
of the New York office of the N. W. Harris 
Company, of which he is a _ vice-president 
and director. Mr. Harris is the youngest son 
of the late N. W. Harris, who fifty years ago 
founded the Harris organization, which now 
includes the N. W. Harris Company and the 
Harris Trust & Savings Bank, Chicago. Paul 
S. Russell, who has been temporarily in 
charge of the New York office, returns to 
Chicago. 


Carl A. Gode, Continental Illinois; Guy 
W. Cooke, First National, and Gaylord S. 
Morse, are the Chicago members of the newly 
ereated senior council of the Financial Ad- 
vertisers Association. 

In Rock Island, Ill., the Central Trust & 
Savings Bank, the Rock Island Savings Bank 
and the Manufacturers Trust & Savings Bank 
have been merged into one_ institution, 
known as the Rock Island Bank & Trust 
Company with total assets of $12,000,000. 


EARNINGS OF WISCONSIN BANKSHARES 
CORPORATION GROUP 


According to a statement submitted by 
President Walter Kasten at a recent meeting 
of directors of the Wisconsin Bankshares 
Corporation the earnings of the banks asso- 
ciated with this group have been gratifying 
during the year and despite business con- 
ditions generally. After ample provision for 
the liberal reserve program which was 
stressed during the year. Earnings were 
sufficient to pay regular dividends with a 
comfortable margin. The regular quarterly 
dividend of five cents a share was voted by 
the directors of the Wisconsin Bankshares 
Corporation. 





CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 

Undivided 
Profits 

Sept. 30, 1931 Sept. 30,1931 Value Bid Asked 


Deposits Book 
$532,464 
14,035,532 
69,089,137 
928,629 
30,535,839 
8,437,216 
497,131 
9,319,501 
1,563,058 
493,858 
400,000 


$10,833,941 
219,370,007 
827,823,948 
6,180,785 
531,382,821 323 
95,478,803 241 
9,417,440 182 
78,139,230 410 
24,788,280 162 
9,917,622 149 
2,063,498 170 


206 
236 
232 
365 


200 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


ERA OF FEWER AND BETTER BANKS 

A study of the banking mortuary tables 
for the past two years discloses that the 
heaviest were experienced in states 
having the largest number of banks in ratio 
to population and where charters were most 
freely bestowed without too much inquiry 
as to qualification and responsibility of appli- 
cants. The blight which has swept the bank- 
ing field largely free from its super or loose 
cargo has set in motion in this and other mid- 
continent and_ particularly  agriciultural 
States, a wholesome movement which gives 
every promise in creating a new era of fewer 
and better banks. Where failure has not ac- 
complished that result the pressure comes 
from many sides which effects consolidation. 

Commissioner of Finance, S. L. Cantley of 
Missouri gives expression to his convictions 
on this subject as follows: “We still have 
too many banks. About as fast as they de- 
crease in number conditions change to where 
a still further decrease is necessary. In 
Massachusetts they have one bank for every 
8,500 people; in Missouri we still have one 
bank for every 3,178 people and about 2,500 
of them are broke, so we can easily under- 
stand why fewer banks would improve the 
situation. Deposits tied up in closed banks 
in Missouri for the first ten months of 1931 
were less than six-tenths of one per cent of 
deposits in closed banks for the country at 
large and less than one per cent of deposits 
‘in state banks of Missouri at the April 24th 
eall. 

“We can conservatively expect an average 
of fifty per cent to depositors in liquidation. 
Un that basis, with all of our failures, and 
they have been far too many, there is less 
than one-half of one per cent loss to deposit- 
ors of the state as a whole. I am wondering 
if, under conditions such as we have and 
have had during this year, those who have 
invested in place of depositing in banks have 
fared any better.” 


losses 


LOOKING FOR RECOVERY IN EXPORT 
TRADE 


The Commerce Trust Company of Kansas 
City, Mo., in its digest of trade and condi- 
tions in the Southwest sights improvement 
in export trade as a result of international 
corrective measures. The reasons given are 
as follows: “With its markets influenced to 
a large degree by foreign conditions, the 
Southwest derived hope from the more ag- 
gressive efforts that were made by leading 
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“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 





nations to correct economic and financial 
maladjustments. As the scope of these meas- 
ures is unfolded, export trade, especially in 
agricultural products, may receive the spur 
that is essential to substantial recovery in 
the farmers’ principal markets. There is 
more than a possibility that the international 
measures finally adopted for bettering busi- 
ness will accelerate price revisions in a way 
that will add to the farmers’ buying power, 
which is now the lowest in more than 20 
years in relation to non-agricultural prod- 
ucts.” 


Questions addressed recently by the Mer- 
cantile-Commerce Trust Company of St. Louis 
to 100 women, selected at random, yielded 
the information that 90 per cent had savings 
accounts and SO per cent reported owning 
securities. 

The Brinkerhoff-Faris Trust & Savings 
Company of Clinton, Mo., has acquired the 
Citizens Bank. 

Walter W. Smith, president of the First 
National Bank of St. Louis, has been elec- 
ted president of the Federal Advisory Council, 
to succeed B. A. McKinney, governor of 
Dallas Federal Reserve Bank. 
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ELIMINATION OF “FLOAT” LOSS 

To Leo D. Kelly, vice-president of the 
Merecantile-Commerce Bank & ‘Trust Com- 
pany of St. Louis belongs the credit of con- 
ducting valuable missionary work enabling 
bankers to uncover new sources of earnings 
and stopping leakage. He has devised a 
conversion or “Float Charge Plan” which 
has been adopted by many banks with profit- 
able results. It provides revenue covering 
adjusted charges on the actual time it takes 
for an out-of-town check to get to its des- 
tination and returns to be received, based 
upon interest cost. Another valuable con- 
tribution made by Mr. Kelly is the socalled 
Metered Plan which he devised for virtually 
automatic installation and operation of serv- 
ice charges. 

Mr. Kelly has been in great demand to de- 
fine his various plans at gatherings of bank- 
One of his latest appearances was at 
the Southern Bank Management Conference 
of the A. B. A., at Nashville, Tenn. Describ- 
ing his Float Charge Plan he said in part: 
“How is the banker to ascertain the proper 
charge on these out-of-town checks? Well, 
that’s an easy question to answer. To enable 
tellers to figure the exact charge at a glance, 
I have prepared a time float chart which 
shows the actual float to your bank on any 
out-of-town check deposited in your bank 
on any point in the United States, with the 
rate extended opposite each point at 6 per 
cent per annum per $1,000. 

“Under this Conversion, or Float Charge 
Plan, it is recommended that a minimum 
charge of six cents be made on all out-of- 
town checks deposited under $100 in amount, 
and that on cheeks of $100 and upward, the 


ers. 
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rate apply as provided in the float chart, 
which is 6 per cent per annum. In the case 
of out-of-town checks below $100, the mini- 
mum charge of six cents is to take care of 
the overhead and handling expense, as well 
as the interest on float. Provision is also 
made on this chart for a charge at the rate 
of $1 per $1,000 on items that are drawn on 
non-par points, in addition of course to the 
regular interest float charge, for as you know 
exchange must be paid on these non-par 
items at the average rate of about $1 per 
$1,000, either by your bank or by your cor- 
respondent in the city, which in reality is 
equivalent to your bank paying the charge, 
for you must pay it indirectly.” 


Resources of state banks and trust com- 
panies of Missouri, as of the last call date, 
aggregated $838,303,000. 

The First National Bank of Independence, 
Mo., has taken over the Home Deposit Trust 
Company of the same city. ; 

L. W. Jacobs, Jr., has been elected presi- 
dent of the Commercial Trust Company of 
Fayette, Mo. He had been secretary of the 
company for a number of years. 

The First Bank & Trust Company, Macon, 
Mo., has purchased the assets of the Security 
Trust Company. 


The women’s department of the First Wis- 
consin National Bank of Milwaukee is con- 
ducting a series of practical talks on eco- 
nomic and banking subjects. “The Suceess- 
ful Budget” is the subject of one of the talks 
by Miss Agnes M. Kenny, manager of the 
women’s department of the bank. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Franklin-American Trust Co 
Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Missiasions Valley Trust Co, . i... ccccccccscesteces 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


: 6,000,000 


Surplus and 
Undivided Profits, 
Sept. 29, 1931 
$1,623,894.93 

1,822,505.26 


Capital 


$2,600,000 
2,150,000 
10,000,000 


Deposits, 
Sept. 29, 1931 
$30,080,821.60 
23,590,063.64 
7,475,054.93 107,599,084.83 
3,888,452.55 67,627,064.31 
00,000 7,270,586.00 aa 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits 
Sept. 29,1931 Sept. 29, 1931 
$4,308,545.59 $32,320,199.27 


Capital 
$3,400,000 
2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust Co 


Deposits 

Bid Asked 
299 315 
100 160 
375 400 
193 220 
400 440 


1,551,138.16 
2,961,389.90 
1,227,179.99 
2,490,395.74 


4,754,893.96 
14,443,657.66 
8,994,684.20 
16,272,438.84 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Pittsburgh 


Special Correspondence 


SPEEDING UP PAYMENTS AND 
LIQUIDATION 

This city is giving a fine example of speed 
and cooperation in speeding liquidation of 
closed banks and relieving distressed deposi- 
tors. In addition to the operation of the 
district organization of the National Credit 
Corporation there is the Realization Cor- 
poration which functions as a private or- 
ganization but with close contact with the 
State banking department. This latter cor- 
poration is free from legal red tape and the 
delays which attend official liquidations by 
the State banking department and has proven 
most successful in speeding liquidation and 
making available funds to the credit of de- 
positors. 

Through these and other agencies the bank- 
ing situation in Pittsburgh and _ indeed 
throughout Pennsylvania is being rapidly re- 
stored to normal. Noteworthy is the ar- 
rangement between the First National Bank 
of this city and Comptroller of the Currency 
Pole, whereby fifty per cent of the deposits 
of the failed Bank of Pittsburgh, N. A., are 
eredited and payable through the First Na- 
tional Bank. The First National in turn 
acquires from the receiver of the Bank of 
Pittsburgh, assets of equal payment in lia- 
bilities assumed. In this manner $14,000,- 
000 of the assets of the Bank of Pittsburgh 
have been released against which accounts 
are opened at the First National in the names 
of 17,000 depositors. 


Paul Mellon, son of Secretary Mellon of 
the Treasury, has become associated with 
the Mellon National Bank of Pittsburgh. 

S. C. T. Dodd, manager of the business de- 
velopment department of the Peoples-Pitts- 
burgh Trust Company, has been appointed 
to the national executive committee of the 
business development division of the Finan- 
cial Advertisers’ Association of America. 

J. H. Lucas, assistant to the president of 
the Peoples-Pittsburgh Trust Company, has 
been elected a director of the Dormont Sav- 
ings & Trust Company. 

Edwin T. Weir, director of the Fidelity 
Trust Company of Pittsburgh has been 
elected a member of the board of trustees 
of the University of Pittsburgh. 


The Jefferson Trust & Savings Bank has 
been organized in Peoria, Ill., replacing the 
closed State Trust & Savings Bank. 


Among 
the Leading 
One Hundred 


6 
RESOURCES OVER 
$100,000,000 

* 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


BIG BANK MERGER IN DETROIT 

Directors of the Peoples Wayne County 
3ank and the First National Bank of Detroit 
have voted upon a plan to merge the two 
institutions with combined resources of 
around $600,000,000; deposits of approxi- 
mately $500,000,000, capital of $25,000,000, 
surplus, $25,000,000, and undivided profits of 
more than $7,000,000. This will give the 
united bank the tenth position among the 
largest banks of the United States, accord- 
ing to the last call. Both banks are major 
units of the Detroit Bankers Company and 
serve more than 775,000 customers. The new 
bank will be known as the First Wayne Na- 
tional Bank, operating 185 branches in De- 
troit and through other units of the Detroit 
Bankers Company. The merger is expected 
to become effective December 31st. 


The Cumberland Bank and Trust Com- 
pany and the First National Bank of Cross- 
ville, Tenn., have been merged. 

The New Jersey Title Guarantee & Trust 
Company of Jersey City has merged its two 
affiliated banks, the Bank of Lafayette and 
the Ocean Avenue Bank, which will be oper- 
ated as branches. 
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Cleveland 


Special Correspondence 


OHIO RESUMING ITS BUSINESS AND 
BANKING STABILITY 

The fact that unreasoning fear on the 
part of the public rather than mismanage- 
ment was chiefly responsible for the clos- 
ing or suspension of banks, especially in the 
northern tier of Ohio, is confirmed by the 
number of banks which have reopened for 
business and the concerted plans in progress 
for reorganization in many communities. In 
some instances committees of citizens are or- 
ganized to raise new capital and the promise 
is that when the final count is taken that li- 
quidations will be few and far between. ‘The 
knowledge has been brought home to thou- 
sands of depositors who yielded to appre- 
hension that banks cannot be expected under 
the most favorable of conditions to with- 
stand concerted demand for payment of 
funds and that enforced liquidation can only 
result in sacrifice of securities. 

Announcement of the formation of the 
National Credit Corporation and the propo- 
sal of President Hoover to establish Home 
Loan Discount Loans, have contributed to 
no small degree to the trend toward normal 
in banking relations. Inasmuch as real es- 


tate mortgage and home building loans rep- 
resented a large proportion of the paper in 


banks subjected to runs, the assurance of 
having funds available to discount mortgage 
loans and securities, imparts a degree of 
eonfidenece which stimulates not only re- 
opening of closed banks but a general trend 
toward redeposits. 

The office of the Superintendent of Banks 
is functioning with vigor under the able 
management of Superintendent Ira J. Fulton. 
Wherever possible local interests, including 
directors, stockholders and leading citizens 
are encouraged by the department to bring 
about resumption of business. Wherever 
bank assets are impaired to an extent making 
liquidation compulsory the banking depart- 
ment is enlisting the best judgment to pre- 
vent wasteful liquidation. This is evidenced 
by the recent appointment of Bert M. Foley, 
Cleveland bond specialist and former asso- 
ciate of the late Myron T. Herrick, as as- 
sistant in the Liquidation Bureau. 


For the past twelve years employees of 
the Union Trust Company of Cleveland have 
contributed 100 per cent to the local Com- 
munity Fund. This year the Union Trust 
employees contributed in excess of their 
quota to the tune of $10,079. 


°, 
2 


The 
Central Trust Company 


TOPEKA, KANSAS 


°, \ 
LO “ 


Conservative 
Thorough 


2 
e 


Capital and Surplus over $500,000 


-, 
*% 


°, 
OU 





SAVINGS ACCOUNT BECOMES TAX-FREE 
INVESTMENT 

A savings account in a Cleveland bank or 
trust company as a result of the new Ohio 
tax law now becomes a tax-free investment 
yielding 3 per cent, which compares favorably 
with many other forms of tax-free invest- 
ments. Deposits of about $500,000,000 are 
affected by the ruling. This is a result of the 
decision of the clearing house banks not to 
ask depositors to pay the new Ohio tax on 
deposits, payable in 1932, according to an- 
nouncement by C. A. Paine, secretary of the 
Cleveland Clearing House Association. 


The new law provides for an annual tax 
of 2 mills on deposits in financiai institutions 
in the state. According to the law, this tax 
is to be collected from the bank, which may 
in turn collect it from the depositor’s ac- 
count. With the banks absorbing the tax, a 
savings account now becomes a tax free in- 
vestment. 


BOON OF CHRISTMAS SAVINGS 
DISTRIBUTION 

Christmas shopping and business in gen- 
eral experienced stimulation from the dis- 
tribution of $17,000,000 in Christmas sav- 
ings by the banks and trust companies of 
Ohio. This total represented 367,382 Christ- 
mas Club members with average account of 
$45.88. This distribution will signify more 
than the actual amount involved because of 
its timeliness. While a considerable portion 
goes to Christmas shopping, there has also 
been payments of debts, while the remainder 
is converted into or added to more permanent 
accounts. 


C. C. Chase, vice-president of the Fifth- 
Third Trust Company, Cincinnati, has been 
elected president of the Hooven and Allison 
Company, Xenia cordage firm, succeeding the 
late George Little. 
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ENCOURAGING FACTORS IN BUSINESS 

The Midland Bank of Cleveland, in its 
current Midland Survey edited by D. C. Elli- 
ott, economist, states that promise of in- 
creased activity centers around the automo- 
bile industry which has been out of pro- 
duction in recent weeks in preparation for 
the output of new models. Steel operations 
have lately increased more than seasonally. 
In a study of the recent trend of commodity 
prices, the Midland Bank’s economist con- 
cludes that one of the most encouraging busi- 
ness factors in recent months has been the 
relative stability of commodity prices. 

“In past depressions,’ the Survey con- 
tinues, “the stabilization of commodity prices 
after a long period of decline has frequently 
indicated the turning up of the business cycle 
from the bottom. In 1879 price levels stead- 
ied and then rose while business also defi- 
nitely looked upward in the latter half of 
the year. Similar events took place in the 
90’s and in 1921. Stocks of many kinds of 
goods are abnormally low and _ steadying 
prices offer inducement to replenish these 
stocks. When the replenishing process be- 
gins, the effect on business will undoubtedly 
be stimulating.” 


REOPENING OF COMMERCE GUARDIAN 
IN TOLEDO, OHIO 


The new Commerce Guardian Bank of To- 
ledo, a reorganization of the Commerce 
Juardian Trust & Savings Bank, which 
closed its doors August 17th, opened on De- 
cember 14th. The 30 per cent initial dividend 
to be paid the 52,000 depositors of the old 
bank will total $5,000,000. Dean Higgins, 
the new president, announced tthe following 
personnel of senior officers: Edward G. Kirby, 
the president of the new bank, will be vice- 
president; Bartlett E. Emery, vice-president 
and trust officer; Harry P. Caves, secretary 
and treasurer; W. Lockwood Lamb and Louis 
C. Ruth, assistant secretaries and assistant 
treasurers. 

Of the $1,000,000 paid-in capital stock, 
$500,000 has been set aside as capital, $250,- 
000 as reserves and $250,000 as surplus. The 
bank has deposited $100,000 with the Ohio 
treasurer to qualify it to handle trust busi- 
ness. About $18,000,000 of resources of the 
old bank will be handled by the Commerce 
Guardian Bank. 


Earl V. Newton, assistant secretary of the 
Cleveland Trust Company, is chairman of 
the new Business Development Division of 
the Financial Advertisers Association. 
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CONNECTICUT MUTUAL HOME OFFICE 
TO ADD $100,000 WING 

Officials of the Connecticut’ Mutual Life In- 
surance Company of Hartford, Conn. an- 
nounce that an extension will be added to 
their present building. For some time the 
need for more floor space has been apparent. 
This primary reason together with the low 
cost of building materials and the present 
unemployment situation prompted the com- 
pany to make a quick decision to build. The 
addition, estimated to cost in the neighbor- 
hood of $100,000, will consist of a wing added 
to the north central side of the present build- 
ing. Four floors will be built, one on the 
basement level, one on the ground level, one 
on the first floor level, and one on the second 
floor level. Each of these levels will be in- 
creased by 3,000 square feet, making the to- 
tal floor space 171,000 square feet. 


Banks cashing checks for forged insur- 
ance claims do so at their own risk, the 
Ohio Supreme Court held in effect, recently 
when it refused to consider the appeal of 
tr: Provident Savings Bank & Trust Com- 
pany of Cincinnati, from a decision of the 
lower courts of Hamilton County, holding 
it and not the Western & Southern Life In- 
surance Co. to be the loser on forged claims. 
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Los Angeles 


Special Correspondence 


“METER CHARGE PLAN” 
ACCOUNTS 


The Los Angeles Clearing House Asso- 
ciation is giving consideration to the adop- 
tion of the socalled “meter charge plan” on 
commercial and checking accounts. The plan 
already has the approval of the California 
Bankers Association and is similar to the 
charge plan in successful operations in other 
sections of the country. The charges are 
“metered” according to average balances 
maintained during the month. For accounts 
of less than $100, the current charge of $1 a 
month will continue in effect under the new 
plan. The survey conducted by the Cali- 
fornia Bankers’ Association revealed that 
this carrying charge is sufficient to cover the 
operating expenses incurred by the average 
bank in handling a maximum of ten checks 
a month for each account. 


PROPOSE ON 


Accounts having an average balance in 
excess of $100 will not be subject to the 
blanket carrying charge of $1, it being esti- 
mated that the earnings available to the 


banks through the employment of the funds 
deposited in the account will offset the oper- 


ating expenses incurred by the bank in car- 
rying the account. Approximately 40 cents 
of the $1 blanket charge levied against ac- 
counts of less than $100 is allocated against 
the expenses of handling the ten checks al- 
lowed this class of accounts. 

The rate of increase in the number of 
allowable free checks is on the basis of one 
additional free check for each additional $10 
average balance in excess of $100. 


PRESIDENT HOOVER’S SON ON SECURI.- 
TY-FIRST NATIONAL PAYROLL 

Allan Hoover, second son of the President 
of the United States has become associated 
with the Security-First National Bank of 
Los Angeles. ‘That he may learn the bank- 
ing profession by ‘actual experience in all 
departments, young Hoover was placed in 
a low clerical position in one of the bank’s 
branches. He began work at the bottom rung 
of the banking ladder. 

“Allan Hoover has been employed because 
we believe he meets the qualifications of this 
bank as to education, character, personality, 
health and ambition,” said Herbert H. Smock, 
vice-president and cashier, in commenting on 
Iloover’s employment. “In the interest of 
maintaining a high standard of service we 
strive to fill all vacancies in lower ranks from 
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ALAN HOOVER 


Younger son of President Hoover, who recently became 
associated in a clerical position with the Security-First 
National Bank of Los Angeles 


applicants with the potential qualities of 
officers of the bank. Young Hoover starts 
at the bottom, as all young men lacking 
actual business experience should. His pro- 
motion will depend upon his own industry 
and ability.” 

After graduating from Stanford University 
in 1929 Allan Hoover attended the Harvard 
Graduate School of Business Administration, 
which he left last June. This is his first 
position since that time. He spent a summer 
vacation period at Harvard in the employ of 
the American Radiator Company. 


Thomas W. Banks, E. E. Duque and James 
A. Gibson, Jr., have been elected directors 
of the Citizens National Trust and Savings 
Bank, Los Angeles. Mr. Banks is president 
of Banks, Huntley and Co.; Mr. Duque is 
vice-president and general manager of the 
California Portland Cement Company and 
Mr. Gibson is a partner in the law firm of 
Gibson, Dunn and Crutcher. 


Andrew M. Chaffey, chairman of the board 
of the California Bank of Los Angeles, and 
president of the Los Angeles Clearing House 
Association, has been appointed a member of 
the loan committee of group number one of 
the National Credit Corporation’s organiza- 
tion in the Twelfth Federal Reserve District. 
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San Francisco 


Special Correspondence 


INTEGRITY OF CORPORATE TRUSTEE- 
SHIP IN CALIFORNIA 

According to the official records of the 
banking department of California and cover- 
ing the period since the adoption of the 
present banking law in 1909, there is no evi- 
dence of the loss of a single dollar of trust 
or estate funds confided to the administra- 
tion of trust companies or banks as executors 
and trustees. There have been few failures 
in California because of the fact that this 
state has not suffered from the disease of 
being “over-banked” which is due largely to 
the extensive development of branch banking 
on statewide lines. There is only one bank 
liquidated which carried trust assets and the 
trust obligations of this institution have been 
fully discharged. 

Trust business has grown rapidly in Cali- 
fornia, especially in recent years. The people 
have been made will and trust conscious by 
the systematic educational effort of the lead- 
ing banks and trust companies exercising 
fiduciary funetions. The larger branch bank- 
ing institutions have extended fiduciary serv- 
ices in local communities and the advantage 
of this plan is that the branch trust depart- 
ment has at its command all the equipment 
and facilities as well as the conservative 
management centered at the head institution, 
whether in San Francisco or at Los Angeles. 
Under the departmental segregation laws of 
the state the trust department is assured of 
immunity from any “entangling alliances.” 
What is perhaps most important is the high 
ealibre of executive personnel which char- 
acterizes trust management in this state. It 
is of interest also that reports of the current 
years’ trust business reveals no falling off 
in the record of new business. 


EMBARGO ON MORTGAGE FORE- 
CLOSURES 

Governor James Rolph of California re- 
cently issued a proclamation requesting hold- 
ers of mortgages and trust deeds on small 
homes to withhold foreclosure proceedings 
against debtors unable to keep up payments 
of principal installments and interest. 

“While I have no right nor intention to 
declare a moratorium on such payment,” the 
proclamation reads, “I do appeal to creditors 
whose claims are secured by mortgages or 
deeds of trust to defer the enforcement of 
their legal rights against their debtors. Such 
action, I believe, would do much to restore 
business confidence.” 
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THE “CALIFORNIA PLAN” 

At the last annual meeting of the Cali- 
fornia State Chamber of Commerce the so- 
called “California Plan’ was adopted, and 
which was prepared by twenty leading econo- 
mists of the state. This plan is designed to 
promote prosperous conditions in California. 
Its chief proposal has as its goal an increase 
of $40,000,000 in purchasing power among 
the people of the state during 1932 by the 
adoption of employment stabilization. The 
plan further urges a stimulation of greater 
buying of California products, a speeding up 
of necessary federal and state building con- 
struction, federal legislation permitting Pa- 
cific coast shipyards ‘to receive a reasonable 
proportion of the national shipbuilding pro- 
gram, and a systematic development of the 
state and county highway systems. 


COOPERATION WITH FARM 
ORGANIZATIONS 

During the past two months W. S. Guil- 
ford, of the California National Bank of 
Sacramento, county key banker for Sacra- 
mento County, has addressed eight farm bu- 
reau meetings which were attended by 1,195 
people, and has presented 375 achievement 
pins to 4-H Club boy and girl members in 
Sacramento County. These achievement pins 
are given by the California Bankers Associa- 
tion to every member of the 4-H Club who 
successfully completes his or her project. 
Projects in Sacramento County during this 
year have } roduced over $6,000 in livestock 
and produce. One of the projects in the 
4-H Club netted over $400 for the member 
and many of them have made satisfactory 
sums in raising chickens, rabbits, pigs, calves, 
and gardens. 


William H. Crocker, president of the 
Crocker First National Bank of San Fran- 
cisco, has been appointed on a committee of 
thirteen prominent Americans to study pos- 
sible use of economic boycotts to prevent 
nations from going to war. 

Paul R. Jennings has been promoted to 
the senior staff of the Bank of America, 
San Diego, by his election as a vice-president 
of that institution. 

The Bank of America National Trust & 
Savings Association of San _ Francisco, 
through its various branches in California, 
has distributed approximately $6,000,000 in 
Christmas Club funds. 

The First National Trust & Savings Bank 
of Santa Barbara Cal., is celebrating the 
sixtieth anniversary of the bank. 
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A DEPRESSION-PROOF DEPARTMENT 
(Continued from page 722) 

dogs’ family appears to have been more pro- 
lific than usual this year. We are very 
proud of the record we have made in invest- 
ing trust funds, no investment selected in 
the sole discretion of this bank as trustee 
having defaulted to date. We think that is 
quite a record to shoot at in the future.” 

These are only a few of the successful 
trust departments for which 1931 has been 
a year of progress. Certain characteristics 
are common to them all. All are tried insti- 
tutions. All have capable executives direct- 
ing their new business efforts. All of them 
have maintained their advertising and mer- 
chandising effort as if 1931 were just an- 
other year of grace. All are thoroughly 
convinced as is the writer that the fu- 
ture of the corporate fiduciary is one of 
the brightest pictures in the financial hori- 
zon. Perhaps it is of these ingredients that 
successful new business departments are 
made. 

A report from the First National Bank & 
Trust Company of Atlanta, Ga., whose new 
business department is under the able man- 
agement of W. G. Murrah, gives striking evi- 
dence of the acceptance of the trust idea in 
the South, as well as of the fact that intel- 
ligent trust promotion is rewarded whether 
the times be good or bad. This institution 
shows, in the valuation of the wills and 
trusts received in 1931, an increase of $7,- 
785,650, representing an increase of about 
40 per cent, over those received in 1930. 
Life insurance trusts showed a particularly 
interesting growth both in number and aver- 
age size of the trust, while the increase in 
the number of wills was small, there was a 
material increase in the size of the average 
estate. 

o> 

Gertler, Devlet & Company of New York, 
specialists in municipals, have announced 
that the Christmas bonuses to be paid to em- 
ployees will range from a salary equivalent 
of from four weeks to four months, depend- 
ing upon length of service. 

The Manufacturers Trust Company of New 
York has been appointed transfer agent for 
200,000 shares of common stock of the Inde- 
pendence Indemnity Company. 

Stock market traders making a _ business 
of buying and selling securities wil: not be 
restricted in deducting for tax losses by the 
12% per cent capital-loss provision of the 
Federal income tax under a recent ruling of 
the general counsel of the Bureau of Inter- 
national Revenue. 
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HOW CHANGING ECONOMIC CONDI- 
TIONS HAVE AFFECTED TRUST 
INVESTMENTS 
(Continued from page 745) 
through amortization to increase his equity 

in his property. 

I do not wish to create the impression of 
being unduly critical of mortgage loans, but 
I do believe that the old “yard stick” used 
to measure a mortgage loan has to be dis- 
earded and replaced with one that has the 
requirements to fit the changed conditions. 
We have been accustomed to big returns and 
I am afraid that there is a tendency to 
overlook certain requirements in a loan in 
order to keep the yield return high, trust- 
ing to the march of progress to keep us out 
of trouble. 

As above stated, it is impossible to make 
any hard and fast rule as to the proportion 
of an estate that should be invested in any 
one type of security, for this proportion 
should vary, not only with the size and pur- 
pose of the trust, but should change with 
conditions. However, if I were called upon 
to determine the investments of an ordinary 
trust of average size, say approximately 
$100,000, under present conditions, I believe 
I would distribute it as follows: 


10 to 15 per cent in U. S. Governments. 

25 to 30 per cent in 1st grade municipals. 

25 to 30 per cent in rails, utilities, indus- 

trials. 

30 to 35 per cent in mortgage loans. 

On larger estates, I believe I would also 
include a few very high grade preferred 
equities, provided, of course, that the trustee 
has the power to invest in that type of se- 
curity. 

ye oe 
VALUABLE BOOK FOR BANK 
ADVERTISERS 


The Financial Advertisers Association has 
brought out its 1931 Year Book which con- 
tains the verbatim report of the last annual 
convention of the Association held in Boston. 
The wealth of informative and suggestive dis- 
cussion as well as addresses presented in 
this report provides a menu that should make 
the book valuable not only to the members of 
the association but to all who are engaged 
in bank, trust and financial advertising and 
new business development. Unlike most 
books on financial advertising which become 
more or less static as time rolls on, this 1931 
Year Book reflects the latest and _ best 
thought as well as experience in bank and 
trust company advertising. Those desiring 
this book should communicate with Preston 
E. Reed, executive secretary of the Financial 
Advertisers Association. 
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practical information about living 
trusts, including life insurance trusts. 
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than just a good 
place to have 
an account — 


Ww 
Right now we are 


showing our corre- 
spondents the way 


to more profit by 
the installation of 
reasonable charges 


for service. 


Mercantile-Commerce 
Bank and Trust — 


Locust + Ei _— St. Charles 


*““LARGE ENOUGH TO SERVE ANY...STRONG ENOUGH TO PROTECT ALL” 
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BANKERS TRUST COMPANY 


PARIS NEW YORK LONDON 


CAPITAL $25,000,000 
SURPLUS FUND $50,000,000 UNDIVIDED PROFITS $37,875,631.63 
(Figures as of September 30, 1931) 
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CHARTERED 1863 


United States Trust Company 
of New York 


45-47 WALL STREET 


Capital’ - . - - . $2,000,000.00 
Surplus and Undivided Profits 27,805,275.46 





THIS COMPANY ACTS AS EXECUTOR, ADMINISTRATOR, TRUSTEE, 
GUARDIAN, COMMITTEE, COURT DEPOSITARY, AND IN 
ALL OTHER RECOGNIZED TRUST CAPACITIES 





IT HOLDS AND MANAGES SECURITIES AND OTHER PROPERTY, 
REAL AND PERSONAL, FOR ESTATES, CORPORATIONS 
AND INDIVIDUALS 





OFFICERS 


EDWARD W. SHELDON, Chairman of the Board 
WILLIAM M. KINGSLEY, President 
WILLIAMSON PELL, ist Vice-President STUART L. HOLLISTER, Ass’t Comptroller 
FREDERIC W. ROBBERT, Vice-Pres. and Comp. LLOYD A. WAUGH, Ass’t Comptroller 
THOMAS H. WILSON, Vice-President HENRY L. SMITHERS, Ass’t Secretary 
ALTON S. KEELER, Vice-President ELBERT B. KNOWLES, Ass’t Secretary 
ROBERT S. OSBORNE, Ass’t Vice-President ALBERT G. ATWELL, Ass’t Secretary 
WILLIAM C. LEE, Ass’t Vice-President HENRY E. SCHAPER, Ass’t Secretary 
HENRY B. HENZE, Ass’t Vice-President HARRY M. MANSELL, Ass’t Secretary 
CARL O. SAYWARD, Ass’t Vice-President GEORGE F. LEE, Ass’t Secretary 
GEORGE MERRITT, Ass’t Secretary 


TRUSTEES 
FRANK LYMAN WILLIAM M. KINGSLEY THATCHER M. BROWN 
JOHN J. PHELPS CORNELIUS N. BLISS WILLIAMSON PELL 
a neiiiiaiine aie LEWIS CASS LEDYARD, Jr. 
LEWIS CASS LEDYARD WILLIA) NCENT : R qnoads ©. saxee 
EDWARD W. SHELDON JOHN SLOANE WILSON M. POWELL 


ARTHUR CURTISS JAMES FRANK L, POLK JOHN P. WILSON 
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THE 


CHASE NATIONAL BANK 
of the City of “New York 


Pine Street corner of Nassau 


AR RA RA RA RARARARARAAARAARARARARAAARARARARARAMIG 


STATEMENT OF CONDITION, SEPTEMBER 29, 1931 


RESOURCES 


CasH AND DuEFRoM Banks... .. . ..... §$ 391,336,208.55 
Loans AND DiscouNTs . . : 1,203,316,719.75 
U.S. GovERNMENT SECURITIES . .__. . ae 4 234,846,883.62 
Oruwer SECURITIES. . .. . ' — 234,907,874.37 
RE SRE ee ae ee 34,741,421.35 
REDEMPTION Funp—U. S. TrEAsuRER . .... . 653,732.50 
Customers AccepTANCE Liapitity . . $124,819,887.54 

Less AMOUNTIN Portrotio. . ._——i12,137,044.61 112,682,842.93 


Pe sa” fy ye aoe £8 & Se 2,626,788.74 
$2,215,112,471.81 








LIABILITIES 


ee a 
ees Ce ye ee Cg 148,000,000.00 
UNDIVIDED Prorits Le ae ee a ee ee 30,150,410.18 
REsERVE FOR TAXES, INTEREST, CONTINGENCIES, ETC. . . 16,539,624.48 
Diviwenp Parasite Ocrosper 11,1931 . . . .. . 7,400,000.00 
RS Sa ta OL a ne se: ce Gk a om 1,670,441,905.66 
Cr1rcuLATING NorTEs ae ee ee 12,889,150.00 
AccEPTANCES . . . . ......._. $131,006,651.33 

Less AMOUNT IN Portrotio . . . = 12,137,044.61 118,869,606.72 


LiaBILiTy AS ENDORSER ON ACCEPTANCES AND ForEIGN BILLs 49,289,913.12 
Oruer LIABILITIES ie eee ee ae eee te 13,531,861.65 


$2,215,112,471.81 


This statement does not include the statements of any of the organizations affiliated 
with The Chase National Bank 
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A Servic 


Executors a 


bem pamphlet, outlining the services rendered by 


our English Trust subsidiary—the Guaranty 
Executor & Trustee Co., Ltd., London—will be sent 


to fiduciaries and lawyers on request. 


We invite trust companies, banks, lawyers and 
other executors and administrators to avail them- 
selves of the facilities of our British trust subsidiary, 
for the prompt and efficient administration of English 
assets in estates which they are handling. Further 


information will be supplied on request. 


Guaranty Trust Company of New York 
Fifth Ave. at 44th St. 140 Broadway Madison Ave. at 60th St. 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, Surplus AND UNpivipeD Prorits MORE THAN $295,000,000 





TRUST COMPANIES 
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FIDELITY~ PHILADELPHIA 
TRUST COMPANY 


Capital $6,700,000 . Surplus $21,000,000 
Undivided Profits over $5,000,000 





TRUST COMPANIES 


ee » Tue steadily increasing 
number of depositors, correspondents 
and other clients it is our privilege to 
serve is convincing evidence of ‘the 
standing of this institution and the 


efficiency of its service. 


Among these depositors are to be 
found the leading firms, corporations 
and banks, both here and abroad. A 
discriminating clientele receives and 
has the right to expect the best in 
banking facilities. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 





TRUST COMPANIES 


Direct Contact 
With Chicago Manufacturers 





Manufacturing industries in 
Chicago are grouped under 159 


classifications in the latest available 





United States Census of Manufac- 
tures. This Bank has commercial 
accounts from manufacturers in 


157 of these 159 classifications 


CONTINENTAL ILLINOIS 
BANK AND TRUST 
COMPANY 


CHICAGO 

















TRUST COMPANIES 


PERSPECTIVE 


St. Louis 
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An indication of the growing acceptance of 
the trust idea in Detroit and Michigan is found 
in the fact that more people have deposited 
their wills and insurance trusts with the Detroit 
Trust Company in the first 9 months of 
1931 than during any similar period in the 


more than 30 years’ history of this company. 


DETROIT TRUST (COMPANY 


Fort Street opposite Post Office + Detroit 





TRUST COMPANIES 


First Union Trust 
and Savings Bank 


Affiliated 
The First National 
Bank of Chicago 


Qualified in Strength, Size, 
Experience and Prestige to 
serve in the most responsi- 
ble corporate trust capacities: 


Corporate Trustee 
Registrar 
Transfer Agent 
Depositary 
Disbursing Agent 
Paying Agent 





TRUST COMPANIES 


“RIRST 


NATIONAL BANK of 
BOSTON 


1784 i 1931 


Capital—Surplus—Undivided Profits 
over 


$75,000,000 


New England’s Oldest and Largest 


Financtal Institution 





TRUST COMPANIES 


More Than 50 Years 


of Fiduciary Experience 


in Massachusetts 


Every Estate and Trust in the care of 





this Company as Executor and Trustee 
receives the full benefits of well over 
half a century of fiduciary experience in 
this State, during which time many hun- 
dreds of Estates have been efficiently 
settled and many hundreds of Trusts sat- 





isfactorily managed. This is our principal 


business. 


Individuals and corporations requiring 
the services of an institution of this kind 
are cordially invited to correspond with 
the President or other officers of this 


Company. 
Charles E. Rogerson, President 


We also act as Corpo- 
rate Trustee, Transfer 
Agent, Registrar and 


BOSTON SAFE DEPOSIT. « 4eent in the ais 


bursementof dividends. 


A N D TRU S sy Com PANY This serviceisincharge 


“ : of specialists and our 
1OO Fran KLIN StrE ET equipment to handle it 


CA Arcu and Devonsuire Streets is complete. 
Incorporated 1874 





IN DELAWARE 


WILMINGTON 


resources - $37,387,000.00 
personal trust funds - $154,500,000.00 


WILMINGTON 
TRUST COMPANY 
Wilmington, Delaware 





TRUST COMPANIES 


Manufacturers 
Crust Company 


Member New York Clearing House Association 


Member Federal Reserve System 


CAPITAL AND SURPLUS 


$52,000,000 


PRINCIPAL OFFICE 


55 Broad Street 
New York City 





TRUST COMPANIES 


Complete 
Fiduciary Service 
in Detroit Area 





THE services of the Union 
Guardian Trust Company have 
been soundly built on an expe- 
rience of forty years in the 
Detroit area. To this company 
you may entrust responsibility 
for efficient handling of any 
phase of estate management or 
corporate fiduciary services. 





Executor 

Administrator 

Trustee under bond issue 
Registrar 

Transfer agent 
Depositary 

Dividend disbursing agent 


Our officers will give prompt 


attention to correspondence 
from individuals or corporations. 











UNIT OF GUARDIAN DETROIT UNION GROUP 


GRISWOLD at CONGRESS ¥ vy DETROIT 





TRUST COMPANIES 


The Real Estate 
Trust C O. 


of Philadelphia 


Solicits Deposits of Firms, Corporations 
and Individuals. 
INTEREST ALLOWED. 


ls fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 


Departments. 


SAMUEL F. Houston, President 


MUUUUUAAUOAATEOGURSENOELOUOAAUAU AAU RSEN AMAENAIDEYO E TNT 


Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 
HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 
LONDON OFFICE: 
28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 





Empire Safe Deposit Company 
SAFE DEPOSIT VAULTS AT ALL OFFICES 


MUL UALAAAALALULAUALAGEuuadene4oue4anecUovddOencUUGenestUUOGSGCACUOOOUUEOE0 4441 U4L4SAEELUNOALEUUUNEAAEEREAsUN UML ONO: UALLES TUOMALA 





TRUST COMPANIES 


MAINE’S 


Largest Banking Institution 


Capital and Surplus $2,000,000 4 
Resources Over $30,000,000 TRUST 


10 Banking Offices 
Om.S 7-4 On ms ie 


Fiveuity Trust Company 
Portland, Maine 


Westbrook, South Portland, Harrison, 
Fryeburg, South Windham, Yarmouth, 
Cumberland Mills, Woodfords 


A Member of the. Financial Institutions Group 


Some Legal Aspects 


of Life Insurance 
Trusts 


By GUY B. HORTON 


Author of Power of an Insured to Control the 
Proceeds of his Policies 


A study of the legal problems involved in the 
relation of life insurance companies and trustees of 
insurance, including the factors which affect the 
selection of the proper mode of making insurance 
payable to trustees, the extent the trust controls 
the policies in the trust fund, the necessity that 
life companies know the terms of the trust, and pro- 
visions which should be included in the trust in- 
strument and beneficiary endorsement. 49 pages. 
$1.50 postpaid. 


Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short. 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many cases. 

The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the mere important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 


TRUST COMPANIES Magazine, 
Book Department 
55 Liberty Street, New York 
Gentlemen: Enclosed please find $1.50 (check 
or money order), for which kindly send me copy of 
‘Some Legal Aspects of Life Insurance Trusts.” 


Pe ntiabineec ees 6s eeh aceboy’ 
Make check or draft payable to TRUST COMPA- 
NIES Publishing Association, 55 Liberty Street 
New York 
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TRUST COMPANIES 


The Preparation of 


WILLS AND TRUSTS 


¢ SECOND EDITION ¢ 
By 
DANIEL S. REMSEN 


R. H. BURTON-SMITH GERARD T. REMSEN 
of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 
Wills and Trusts to be Rightly Written 
and so 


Avoid Litigation — Provide Adequate Administration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 


In one large volume. Over 1300 pages. Price $20.00 net. 
NOTE—The First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on ‘“THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 


Make check or draft payabie to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York 





TRUST COMPANIES 


CHARTERED 1836 


Continuous Growth the Result of 


Conscientious Service for Almost a Century 


N that impressive list of the one hundred leading banks and 
trust companies of the United States is included the Girard 
Trust Company. With but two exceptions, all of these insti- 
tutions represent the merging or consolidation of assets of two or 
more organizations. Some of them are “‘chain’’ banking systems. 


The Girard Trust Company is one of the two exceptions. 
Throughout the ninety-five years of its existence, this institution 
has maintained its individuality. It has neither merged with, nor 
acquired control of, any other institution. 


It is a far cry from the Philadelphia of 1836, with its “‘infant 
industries’’ and its population of 225,000, to the city of today 
with its 2,000,000 town-dwellers, its hundreds of thousands of 
suburbanites and its well-merited title of **The Workshop of the 
World.’’ Quite as great is the contrast between the Girard Trust 
Company of nearly a century ago, with its three employees 
and a capital of $300,000, and the same Company today, with 
its staff of over 600 and capital and surplus of $20,000,000. 


The Girard Trust Company which now serves many out-of-town finan- 


cial institutions, business houses and individuals, invites the business of 
others who wish a banking connection with a well-rounded service. 


GIRARD TRUST COMPANY 


BROAD AND CHESTNUT STREETS, PHILADELPHIA 





TRUST COMPANIES 


WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 
Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


8 lage is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS CORPORATE AGENCIES 


Mortgages and indentures Corporate reorganizations and read- 
Authentication and delivery of bonds justments 


Sinking funds and releases of prop- Protective and reorganization com- 


erty 
Defaults and remedies 


Collateral trust indentures, note is- ; 
sues, equipment trusts ties 


Escrow and miscellaneous trusts Coupon and divided payments 


mittees 


Transfer and registration of securi- 


_ An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a ‘“‘brass-tack’’ book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


Price, postpaid 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 
Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 
send me copy of “Work of Corporate Trust Departments,” or you may send me copy 
on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 























An Indispensable Book 


The Revised Sixth and Enlarged Edition 


THE MODERN 
TRUST COMPANY 


y 
FRANKLIN B. KIRKBRIDE 


to 


Every Bank and Trust Company 


Officer 


J. E. STERRETT AND 
H. PARKER WILLIS 
Price $6.00 postage prepaid 
Address: Trust Companies Publishing Association, 55 Liberty St., New York 


nized as the Standard and Lead- 

ing Authority on the Functions 
and Organization of a Modern Trust 
Company, embracing every phase and 
latest development in Banking Oper- 
ation and Fiduciary Finance. 
Comprising over 550 pages, the new 


‘ta Book is indisputably recog- 


TRUST COMPANIES Magazine, Book Department 


55 Liberty Street, New York. 





Sixth Edition is of equal value to every 
National and State Bank as well as to 
Trust Companies. In scope it covers 
every department and phase of Banking 
and Fiduciary Finance, including the 
most approved forms of accounting, ad- 
vanced standards and principles of 
practice. 


Gentlemen:—Enclosed please find $6.00 (check or money order) for which kindly 


send me copy of the new Sixth Edition of “The Modern Trust Company, 


may send me copy on approval. 


eeereerereee ee eeee 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 


99 


or you 
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Our correspondents are your correspondents 


The Wachovia looks upon its five offices, located at strategic. points 
throughout North Carolina, and its long list of correspondent banks 
as a group, the members of which are genuinely interested in being 


of use to one another. 


We believe that such a point of view makes not only for quick, econom- 
ical clearance of items, but also for the intimate relationships that 
result in increasingly valuable correspondent service through the years. . 


WACHOVIA 


BANK AND TRUST COMPANY 


NORTH CAROLINA 


ASHEVILLE 
HIGH POINT 


WINSTON-SALEM 


RALEIGH | 
SALISBURY 


Capital and Surplus $4,500,000 
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WILLS 


By GILBERT THOMAS STEPHENSON, Author of “LIVING TRUSTS” 


in the course of conversations concerning wills, 
trusts, executors, and trustees. 


He has analyzed 436 probated wills from 46 


This is a non-technical book written in a 
popular style, dealing with the substance, as 
distinguished from the form, of wills. 

It is intended to suggest to laymen, lawyers, 
and trust officers the practical steps testators 
should take and the practical points they should 
cover in the preparation of wills. 

Rie point of view is that of the testator him- 
self. 

To gain the proper perspective, the author 
has assembled 600 questions that have actually 
been asked representatives of trust companies 


American states and from England, Canada, and 
South Africa in order to learn what points testa- 
tors in the English-speaking world cover in their 
wills and how they cover them. 

In addition, the author is an ‘active trust 
officer and a graduate of the Harvard Law School. 

The book is written in simple, non-technical 
language. 


TRUST vg denies a9 Magazine, Book Department 


Liberty Street, New York. 


Gentlemen: Enclosed please find $3.00 (check or money order), for which kindly send mé-copy 
of “Wills;” or you may send me copy on approval. 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55. Liberty Street, New York 





PENNSYLVANIA COMPANY 


for Insurances on Lives and Granting Annuities 


Originally Chartered 1812 


‘PACKARD ‘BUILDING 
Southeast Corner Fifteenth and Chestnut Streets 


BANK and TRUST COMPANY 


4 Accounts of 
CORPORATIONS, BANKS, FIRMS AND INDIVIDUALS SOLICITED 


Acts as Trustee for Corporate Mortgages 


Resources over $325,000,000.00 
PHILADELPHIA, PENNSYLVANIA 


Cable Address: “Pznco™ Member Federal Reserve System 








